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The never-ending search for oil takes men to 
strange places—even to ocean floors. 


Here Mobil scientists, the first company team of 
research geologists trained as skin divers, probe 
the bottom of the Gulf of Mexico. 


From their findings have come clues which may 
lead to the location of new oil reserves to strength- 
en the Free World—to guarantee you a continu- 
ous and abundant flow of the thousands of 
products made from petroleum toenrich your life. 
Training geologists as skin divers is but one of 
Mobil’s pioneering methods of exploring new 
petroleum frontiers in a world where oil is 
ever more difficult and expensive to find. 

This progressive policy resulted in the first tap- 
ping of off-shore oil reserves out of sight of land 
—another example of Mobil’s master touch in oil. 


For more information about skin diving for oil, 
write to Room 2400, Socony Mobil Oil Co. Inc., 
150 East 42nd Street, New York 17, N. Y. 


SOCONY MOBIL OIL CO., 


Leader in lubrication 
for 91 years 








Telephone Lines 


for 1487-mile 
~ Pipeline 


Telephone companies provide tailored 





communications service for natural 


gas pipeline to Pacific Northwest 


One of the great construction projects of 
recent years was completed just a few months 
ago. 

It’s the Pacific Northwest Pipeline, popu- 
larly known as the “Scenic Inch” because of 
the rugged, picturesque territory through 
which it passes. 

This 1487-mile pipeline now runs from the 
producing fields in New Mexico to the Cana- 
dian border of Washington by way of Portland, 
Oregon, and Seattle, Washington. It carries 
vitally needed fuel to the last sections of the 
United States that did not have natural gas. 

Such a pipeline requires constant super- 
vision and automatic control, and reliable com- 
munications are extremely important. 

After long study, Fish Northwest Construc- 
tors, Inc., acting as agents for Pacific North- 
west Pipeline Corporation, selected telephone 
company facilities based on cost, reliability, 
availability of alternate routing and experience 
in specialized service. Voice communication 
is in use now; telemetering, teletypewriter and 
other services are in the future. 


The furnishing of such private line service 
by telephone companies has grown rapidly in 
recent years and offers many opportunities for 
the future. New services are constantly being 
developed to meet particular needs. 


DRILLING FOR GAS 


Rotary rig drilling for natural gas in the San Juan basin, New Mexico. 
This is a major source of supply for the Pacific Northwest Pipeline. 
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RUGGED COUNTRY 


Fish Northwest Constructors’ photograph taken as they were laying 
the pipeline across the Powder River, near Baker, Oregon, at 15° below. 


PIPELINE ROUTE. Communication 
facilities along the route are pro- 
vided by the Mountain States Tele- 
phone & Telegraph Company, the 
Pacific Telephone and Telegraph 
Company and the Bell System's 
Long Lines Department, in co-op- 
eration with the General Tele- 
phone Company of the Northwest 
and the Midland Telephone Com- 
pany of Moab, Utah. 
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UNIVAC’ FILE-COMPUTER 


Great electronics news for all profit-minded 
businessmen! Those who attended last year’s 
National Business Show witnessed the stellar 
performance of the UNIVAC File-Computer .. . 
saw how it handles billing, inventory, and sales 
analysis as a single operation. They saw, too, 
how this REMINGTON RAND® computer brings a greater 
degree of automation to business routines than has ever 


before been possible. For the UNIVAC File-Computer 
introduces two great innovations to the field of business 
data-processing: 


1—Random Access. Hundreds of thousands of business facts 
are directly accessible . .. can be processed faster than by 
any comparable system. No sorting or collating necessary. 


FOR BUSINESS! 


2—One-Shot Paperwork. The File-Computer 
can process several problems simultaneously. As 
a result, many of your most difficult manage- 
ment control problems are solved as automatic 
by-products of your routine accounting. 

Learn how the UNIVAC File-Computer can 
up-date your business record-keeping to bring greater speed 
and efficiency to every phase of your operations. Call your 
local Remington Rand office or write for TM1090: Room 
1308, 315 Fourth Avenue, New York 10, N. Y. 


Memington. Fland Univac. 


DIVISION OF SPERRY RAND CORPORATION 


Makers of: Univac! + Univacil * Univac Scientific « Univac File-Computer - Univac 60 - Univac 120 « Univac High-Speed Printer 
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Word of Mouth 


WE blush to report a growing prac- 
tice, one which we feel is highly 
commendable and in which, frank- 
ly, we take an unending delight. 
More and more these days, busi- 
nessmen, bureaucrats and just 
plain citizens alike are prefacing 
what they say with the phrase 
“Forses says...” We don’t al- 
ways agree with everything speak- 
ers conclude 
from the facts 
and figures 
they quote 
from Fores, 
but we find it 
a very agree- 
able practice. 

On the Air. 
Just recently, 
for example, 
reporters 
were quizzing 
Wyoming’s 
Democratic 
Senator Jo- 
seph C. O’- 
Mahoney, on ABC-TV’s Press Con- 
ference. Concerned with the world 
oil crisis, one reporter sounded out 
the senator on the recent rate in- 
creases for home-heating fuel oil 
here at home. Replied O’Mahoney: 
“In Forses Magazine less than a 
month ago, the statement was made 
that the major oil companies in the 
Middle East have a profit of about 
75% on their investment, whereas 
companies operating in the US. 
have a profit of about 10% on their 
investment. So I think the big fel- 
lows can roll back and absorb the 
increase that has been made—un- 
necessarily, I think—in the oil 
products.” 

In quoting from the facts pre- 
sented in Forses’ January 1 analy- 
sis of the oil industry, the senator 
carried them, of course, to his own 
conclusion. He did not point out, 
as Forses did, that before “the big 
fellows” can begin to make fat 
profits, even in Middle East oil, 
“huge capital” must be expended. 
Nevertheless, we frankly take a 
sort of pride whenever high-placed 
officials, both in corporations and 
Congress, reach out to Forses for 
facts and figures. 

Because we believe that busi- 
nessmen and investors should have 
a full array of facts set in focus 
about the things that concern them, 
Fores is an opinionated magazine. 


To make sure that readers know 
precisely what we mean, what we 
say is carefully phrased. But 
sometimes the facts lend them- 
selves to curious interpretations by 
unexpected readers. Thus during 
last year’s costly strike at Repub- 
lic Aircraft, the union seized upon 
Republic’s claim, reported in 
Forses, that it had “put on a lot of 
financial mus- 
cle” cited it 
as proof that 
the aircraft 
builder could 
well afford to 
pay higher 
wages 
The crafty 
craftsmen of 
TV and Hol- 
lywood have 
recently found 
another way of 
using FORBES: 
to establish a 
character or 
a mood. In one episode in video's 
Wanted show last season, for ex- 
ample, the real-life witness to a 
crime was a banker who, when 
“discovered” on camera, was easily 
recognizable as one: he was read- 
ing ForsBeEs. 

Hallmark. Hollywood is using 
the same hallmark to set its scenes. 
Out in Movieville, the oldtime 
practice was to portray a business 
executive as the portly man at the 
other end of a long, threatening 
cigar. But in The Man In The 
Gray Flannel Suit, Gregory Peck 
is effectively and sympathetically 
presented as a progressive, modern 
businessman by a simple but can- 
ny build-up by association: he is 
seen reading a copy of Forses. 

Our interest in TV, by the way, 
is always financial, never promo- 
tional. In reporting for this issue on 
the wondrous Wall Street knowl- 
edge of Quiz Kid Leonard Ross 
(see page 23), our thought was to 
put the same questions young Ross 
had answered to readers, let them 
test their own knowledge. But on 
the way, the story produced a 
classic kind of head-turning com- 
pliment. Gushed one exuberant 
young woman representing the 
producers: “Are you really going 
to mention our show? Why, we’d 
be so proud to be in such a stuffy 
magazine as Forses.” Ouch! 





How many stocks 
should you own? 


Judging by some of the mail we've 
seen recently, a surprising number of 
investors could do with a good answer 
to that one. 

Like one man, for example, who 
sent in a portfolio of 3] different 
stocks worth less than $20,000 all told. 

He owned six shares of one stock, 
eight shares of another, fourteen of a 
third—and so on up to a maximum 
holding of forty-three shares in one 
issue. 


How any individual can give all the 


attention he should to that many | 


different companies—is beyond us. 


the same amount of money invested 


in half as many stocks might really | 


increase his income, give him a much 
better chance of achieving his invest- 
ment objectives, besides. 

If you own stocks, or want to, we 
suggest that a rough rule of thumb 
that makes sense is to acquire at least 
$500 worth of one stock before buy- 
ing a second. That no one stock 


should represent much more than five | 


per cent of your total investment—no 
one industry much more than ten. 

As we said, that’s just a rough rule 
of thumb. 

But if you feel that you may be 
over-diversified yourself, if you’d like 
to know just how many stocks we 
think you should own—and which 
ones they are—simply ask. 

Our Research Department will be 


happy to analyze your situation—do | 


all that it can to help you consolidate 
your holdings to your best advantage. 

There’s no charge or obligation of 
any kind, but Research can do a much 


better job if you'll tell them some- | 
thing about your personal situation | 


and investment objectives. Simply ad- 
dress your letter to— 


WALTER A. SCHOLL, Department SD-13 


Merrill Lynch, 


Pierce, Fenner & Beane 


Members New York Stock Exchange 
and all other Principal Exchanges 


70 Pine Street, New York 5, N. Y. 
Offices in 107 Cities 





READERS SAY 


Teachers’ Pay 


Sm: Your article “Those Who Can, 


| Teach” (Forses, Jan. 1) is quite timely. 


My son Richard has his master’s degree 


| in education and really likes teaching as 
/a profession. 
| several school districts in the western 
| suburbs of Chicago. 


However, he has contacted 


Some districts be- 
lieve they are paying fair salaries when 
they offer a teacher $4,100 per year. 
However, many pay their janitors and 
bus drivers much more, and they don’t 
have to attend teachers’ or district or 
PTA meetings on their own time. 

Many of these suburbs, whose homes 
range in the $20,000 to $30,000 class, have 
no small apartments available. How do 
they expect a teacher to marry, raise a 
family and try to buy a home? 

Last September my son had to pass up 
an offer to teach in a college in South- 


| ern Illinois, because what housing was 
Or why he should want to—when | 


available at $75 to $90 per month was 


| uninhabitable. 


Many parents are more interested in 
their children’s social life at school than 
in their learning to read, write, add and 
subtract. 

At present my son is not teaching, but 
trying other fields to earn a living wage. 

—Harry R. Maas 


| Westchester, IIl. 


Graph Readers 


Sir: I am a Japanese student who came 
to this country two and a half years 
ago and am now studying in college as 
a junior. 

I had statistics in the last term in 
school and had to collect all kinds of 
graphs from newspapers and magazines 
for a term project. I did not know much 
about magazines published in this coun- 
try and wondered from which I could 
get the information I needed. 

As the date of the deadline of that 
project grew nearer, I became desperate. 


| I knew I could not afford to buy many 


new magazines, so I went to a store sell- 
ing second hand magazines. .. . 
The minute I saw Forses, I realized it 





had, in quantity and variety, many 
graphs which I could not find in any 
other magazine. I bought a whole stack 
of Forses, as the price was not so ex- 
pensive that I could not afford them. 

I made a beautiful collection of graphs 
from them and was so very happy when 
I got an “A” in that course. Of course I 
studied hard, but I am sure that my col- 
lection of graphs from Forses had some- 
thing to do with the grade. 

Apart from my grade in statistics, I 
notice that it is wonderful to have fine 
graphs in the magazine for they help 
form quicker and clearer recognition of 
the statistical data even for those who, 
like me, I have to confess, have trouble 
in reading English. 

—SHInko Ito 
New York, N. Y. 


Str: In the Jan. 15 issue of Forses you 
published a picture graph entitled “Tri- 
ple Standard.” Your correlation of prof- 
it margins and crude production is well 
made when you compare an internation- 
al oil with two domestics. However, if 
you compare Jersey Standard’s domestic 
crude production to domestic refinery 
runs, approximately 53% during 1955, 
you will have a different and far more 
comparable picture. 

—H. O. Haucuton Jr. 
New York, N. Y. 


Forses’ graph was intended to show the 
difference in operations between foreign 
and domestic oil companies.—Eb. 


Coal Cover 


Str: Congratulations on the thorough 
job of reporting the export coal picture 
in the Feb. 1 issue of Forses. All of us 
here appreciate your fine treatment of 
C&O’s part in the story. 

—Cyrus S. Eaton 
Chairman, 
Chesapeake and Ohio Ry. Co. 
Cleveland, Ohio 


Annual Report 


Sir: Your special Jan. 1 issue is a real 
achievement. Congratulations! I was 
especialiy interested in the section de- 
voted to food chains. I think you have 

(CONTINUED ON PAGE 60) 
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BENDIX AVIATION. Keeping on top of the market for military equipment 
is a tough test of corporate mettle. Forses tells how Bendix Aviation keeps 
its electronic equipment high on Pentagon and civilian shopping lists. 
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WHAT'S HAPPENING AT GOODYEAR—No. 2 OF A SERIES 


There are belts... 








...and Goodyear makes all types 


What is more useful than a belt? It runs the house- 
wife’s sewing machine, the secretary’s electric type- 
writer, the fan that cools the motor in your car. It 
hauls the nation’s coal, clay and ore. Think of the 
range of flat and V-belts for transmission, with 
speeds up to 10,000 feet per minute. They are an 
essential part of mechanisms from stokers to jet 
planes. Think of the great variety of conveyor belts, 
miles long, that serve every important industry. 
Goodyear makes them all. 


Many new uses for belts have been pioneered by 
Goodyear. One is the development of “moving side- 
walks” to carry pedestrians along the aisles of depart- 
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ment stores, through airports and railway stations 
and even under city streets. 
Goodyear manufactures practically every kind of 
belt, practically every kind of industrial rubber 
product. Equally diversified are other Goodyear 
products—tires .. . aircraft and aviation equipment 
. Shoe products . . . chemicals . . . metals . . . foam 
products, films and flooring—and many more, for 
world-wide, steadily growing markets. 


TODAY ... AND TOMORROW 


GOODFYEAR 


THE GREATEST NAME IN RUBBER 





4 bxclusive 


Distriburorships 


Esther Williams Offers 
Big Profit Opportunities for 
me Able Businessmen 


A once-in-a-lifetime opportunity 
for substantial, successful men to 
start on the ground floor of a 
mushrooming business. You 
would become a franchised dis- 
tributor of Esther Williams 
Swimming Pools, stocking and 
selling to dealers in an exclusive 
area. 


The swing to backyard living has 
made swimming pools the sec- 
ond fastest growing industry in 
the United States. Esther Wil- 
liams Pools are new-type, per- 
manent, concrete, in-the-ground 
pools that sell as a package, in- 
cluding filter, diving board, lad- 
der, etc. Durable, beautiful . . . 
the best pool value on the market 

.. exclusive features make them 
easy to sell. 


Esther 
Williams 
Swimming 
Pools 


Esther Williams, the Biggest 
Name in Swimming Pools. Dy- 
namic national advertising in 
magazines, television and news- 
papers — the biggest promotion 
in the industry — supports your 
efforts. Specialists help you set 
up dealers’ sales, installation and 
promotional operations. Full lo- 
cal support for your dealers — 
advertising, sales aids and color 
movie of Esther Williams and 
the pool — builds volume sales. 


Distributors Being Appointed 
Now. The biggest swimming pool 
season ever is just ahead. Quick 
action gets you started in time to 
make maximum profit the first 
year. Capital required: $10,000 
to $100,000, depending on area 
potential. Write today for full 
information. Please give full de- 
tails about past business success 
and area for which you could 
be responsible. 


Dealer Openings 


Our distributors are’ now lining up dealers. If interested, write to see if your 
area is open, giving qualifications. For fast action address ‘Dealer Director.” 


International Swimming Pool Corp. 


Exclusive Manufacturer of the World-Famous Esther Williams Pools 
Esther Williams, President 
1 Court Street, White Plains, New York 


Utilities, laughing at tight money 
| market, plan to spend a total averag- 
ing $4 billion a year through 1966 for 
expansion. A few of their programs: 
Gulf States Utilities Co., $48 million 
during 1957 alone; Union Electric Co., 
$117 million over the next five years; 
Central Hudson Gas and Electric 
Corp., $50 million in the next three 
years. 

ec e a 


Hardwood industry has been saved 
from the slump in home building by 
high furniture demand. Wood furni- 
ture makers’ shipments jumped by 
about $2 billion last year, an increase 
of 11% over 1955. So business at the 
hardwood mills has been buoyed up, 
too. 

a . es 


Savings and loan business _ still 
growing fast. Total assets of the 
group climbed by 15% last year, to a 
record $43.2 billion. By the end of 
1956, no less than 34 of the associa- 
tions had assets above $100 million 
vs. only 24 a year before, none 10 


| years ago. 


Looking for a quick dollar? North 


| Carolina legislature recently intro- 


duced a bill that would give $1 mil- 


| lion to the person or firm first dis- 


covering oil in commercial quantities 


| in the state. Georgia recently upped 


its own oil reward money from $100,- 


| 000 to $250,000. 


You may be eating more pineapple 
in the months ahead. Puerto Rico is 


| out to step up its production by hand- 
| ing out seed, machinery and credit to 


its farmers. Its aim: to boost the 
island’s pineapple acreage from 4,200 
acres to 20,000 acres by 1962. 


Detroit’s auto-makers now expect to 
sell 6.25 million cars this year, vs. the 


| 6.5-to-7 million they predicted a few 


months ago. Auto dealers, in con- 
trast, see sales of only 6 million cars, 
because of higher prices, tougher 
financing. But both groups agree: 


| 1957 will be a good year, topped only 


by 1950 and 1956. 
* ° + 


Executives reading too much? A 
survey by the American Manage- 
ment Association found that the aver- 
age company official spends two hours 
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and 45 mintues a day on “must” read- 
ing, another hour and a quarter 
on “optional” reading (newspapers, 
books and other material). 


No smoking on the job costs too 
much money, declared a West Coast 


machinery maker in lifting a 25-year | 


ban on the habit. Reason: the com- 
pany was losing $100,000 a year in 
productivity because of employees 


ducking into the washroom for a | 


smoke. 
° « a 


Housing starts are off in Canada, | 
too, though not entirely because of | 
tight money. Declares Trade Minister | 
C. D. Howe: “We have been building | 


more houses in Canada in the last few 
years than the current rate of family 
growth would appear to warrant.” 


Plush foreign limousines are invad- 
ing the U.S. car market in growing 
numbers. Armstrong Siddeleys, now 
available in New York, soon will be 
offered in 25 other cities. Priced at 
$8,780, they’re known as “the poor 
man’s Rolls Royce.” 


Oilmen are tickled over Servel, 
Inc.’s new oil-fired, year-round resi- 
dential air-conditioner. In the past, 
air-cooling equipment 
fuels has threatened oil-heating unit 
sales. So Servel got a hand in de- 


veloping the new cooler from Jersey | 


Standard’s Esso Research & Engi- 
neering Co. 


Shopping for a mink coat? Prices 
are due to drop by about 10% be- 
cause of over-production. But re- 
ductions will be only 
since mink farmers now plan to curb 
their breeding. 


Allis-Chalmers 


million, 60,000-kw. nuclear power 
plant being built by the Northern 
States Power Co. 


Export-Import Bank put in its second 
busiest year in 1956. Its record: 
nearly $1.2 billion in credits issued 
in 38 countries. 


(CONTINUED ON PAGE 64) 
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using other | 


temporary, | 


Manufacturing Co. 

finally taking the plunge in the atomic 
power plant field, already invaded by 
rivals GE and Westinghouse. It will | 
be the prime contractor for a $20-25 | 





---enough Eibow Room 


SPECIAL STUDY 
“Look where a site 
is production-right”’ 
ON REQUEST FROM 

B&O RAILROAD 
BALTIMORE 1, MD. 


BALTIMORE & OHIO RAILROAD 


Everybody benefits when highway location allows 
adequate space for new industrial development 
between railroads and public roads. The highway 
is a major artery, usually difficult or impossible 
to cross with spur trackage. 

The right kind of planning by community 
and highway authorities makes sure that: (1) 
Areas with reasonable prospect of industrial de- 
velopment are protected by modern zoning. (2) 
Highway authorities plan new construction at 
sufficient distance from rail lines—200 to 1,000 
yards is realistic. 

Orderly construction of grade separations 
and needed approaches is possible when industrial 
zoning and highway planning go hand in hand. 
Then, properties between highway and railroad 
become more valuable as potential plant sites, 
and are assured the best choice of efficient trans- 
portation. The community benefits by NEW jobs 
and NEW sources of tax revenue—and every 
citizen benefits! 


B&O'S PLANT SITE MEN ARE LOCATED AT: 
BALTIMORE 1—LExington 9-0400 
NEW YORK 4—Digby 4-1600 CINCINNATI 2—DUnbar 1-2900 
PITTSBURGH 22—COurt 1-6220 CHICAGO 7—WaAbash 2-2211 


Constantly doing things —better! 




































































































































































story of 
growth... 


America! Land of challenge, 
Opportunity, new hope. Industries springing up 
all over the country. Around them, 
new communities, families, homes. 


Supplying the communications vital to 
the life of our rapidly expanding 30-state area 
took 42,000 skilled employees, 110,000 
shareowners, plant investment of nearly 
a billion dollars ... and made 1956 
our biggest year. 


The future promises still more growth 
for our part of America... 
and for us as we continue to serve it.* 


*For the full story of General Telephone 
send for our 1956 Annual Report. 


(Sa) GENERAL TELEPHONE SYSTEM 


260 MADISON AVENUE, NEW YORK, N. VW 


ONE OF AMERICA’S GREAT TELEPHONE SYSTEMS 


10 


severe recession. One man would be laid off. ston buving 
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men from industrv and education. Ralnh Cordiner. npreci- 


“With all thy getting, get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


IT MAY HURT FOR AWHILE 


Among a number of businessmen and Wall Streeters 
these days one senses an undercurrent of fear that some- 
thing ominous is about to happen in the economy. Some 
people talk as though the ground were opening under 
their feet. They fight the battles of 1929 all over again. 

The reaction to Treasury Secretary Humphrey’s state- 


ment store sales so far this year are 3% higher than in 
1956, indicating that the public has not put the clamps 
on its wallet. The steel mills are still booming. Industrial 
production held above the January 1956 level. 

How about the stock market, though? The Dow-Jones 
Industrials are down some 14% from their August highs 


THIS... 


utility needs 


ment was typical. Forgetting the context in which he 
said it, the press played up Mr. Humphrey’s expression 
about “a depression that will curl your hair.” Mr. Hum- 
phrey later said flatly, “There are no signs of a recession.” 
But, as usual, the denial never quite caught up with the 
original headlines. Even the authoritative London Eco- 
nomist asked, “Is the [U.S.] Boom Running Down?” 

Is it?* Look at the facts. There are undoubtedly 
signs of a downturn: Auto production, though currently 
running well ahead of the same weeks in 1956, has failed 
as yet to swell into the hoped-for boom. Appliance and 
TV sales are lagging. Housing starts were down 200,000 
last year (to 1.1 million) and builders predict a further 
slide for 1957. 

There are other bearish signs. Industrial production, 
as measured by the Federal Reserve Board’s 
seasonably-adjusted index, slipped one point to 
146 in January. Unemployment recently was 
pushing the 3-million mark (against 63 million 
employed) after the worst seasonal increase 
since 1949. Inventories rose 8% last year to 
$87.3 billion and are now beginning to be cut 
down. 

But there are contrary signs, too. Depart- 


*The Economist’s conclusion: tight money is slowing 
the boom but not stopping it dead. 
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expansion of basic industry 


- NOT THIS 


Breadline, 1930 


road building 


and some very good stocks have taken far worse drub- 
bings. Some Dow theorists even think last month’s 
breakthrough signaled a bear market. But considered 
in terms of the more-than-100% rise we had between 
September 1953 and April 1956, the decline looks hardly 
catastrophic. The market would have to go down a good 
deal further before the reaction will look like anything 
more than a short squiggle on the longterm charts. After 
all, some of the very people who are now crying poor 
mouth thought barely two years ago that the market 
was dangerously high at 400 on the DJI. 

Basically what happened is that we got temporarily 
ahead of ourselves. We were trying to buy too much, 
invest too much and budget too much for the govern- 
ment all at once. We were trying, in short, to operate at 
120% of productive capacity. It couldn’t be done 
and the inevitable result was the building up of 
dangerous inflationary pressures. 

Wisely, the government decided to let some of 
the steam out. It proceeded to make money 
harder to get. Now we are experiencing the 
results. Some industries, notably housing, are 
feeling the pinch worse than others. But nearly 
everyone feels it to some extent. 

Admittedly, there was a time when such ad- 
justments could snowball into a depression or 


k| 
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severe recession. One man would be laid off, stop buying 
and thus throw several others on the pavement. But today 
we have fences to stop such economic avalanches from 
building up. The huge defense budget is one. The road- 
building program, just getting underway, another. So 
are the long-range expansion plans of utilities and basic 
industries. 

The list of economic props is a long one. Investors, 
restricted to 70% margin, are not likely to be forced into 
distress selling today. Consumer debt, though huge at 
$151 billion, is cushioned by $320 billion in individual 
savings. In 1929 the margin of savings over debt was a 
thin $13 billion. 

The economy, of course, is not precision machinery. 
When you turn the dial toward deflation, no one can say 
exactly how far you will go. So, quite possibly, the 
downtrend may take time before it reverses itself. But 
what looks frightening to the affected businessmen, ac- 
tually looks healthy to the economists. 

No, depression is not on the horizon. We are simply 
getting inoculated against inflation. The needle may 
hurt at the moment but it is mild by way of comparison 
with the disease. Some neophytes may panic, but the 
intelligent investor and the intelligent businessman will 
keep his head. Our basic prosperity is not in serious 
danger. 


bs 


GREEN PASTURES 


Today our $40-billion-plus-a-year defense establish- 
ment is by far the biggest business in the U.S. It handles 
more money than General Motors, Bell Telephone, Jersey 
Standard and General Electric all rolled into one. 

This being so, it behooves us to make sure that our big- 
gest enterprise is run according to as many sound busi- 
ness principles as possible. Like most businesses in these 
days of electronic and atomic armies, the defense forces 
need highly-skilled brainpower, not just the oldtime 
muscle and manpower. Thus, like any well-run business, 
the Army, Navy and Air Force must make sure that they 
get a fair return on the thousands of dollars it costs to 
train their soldier technicians and executives. 

Obviously they are not now doing so. Soldiers—officers 
and enlisted men alike—are taking their technical train- 
ing, serving out their enlistments and moving on to more 

lucrative jobs in pri- 
vate industry. No 
one can blame them 
for wanting to make 
the best possible liv- 
ing for themselves 
and their families. 
But it means that the 
taxpayer has to spend 
millions more train- 


Training is expensive ing replacements 


What we must do is to make the pastures as green for 
good men on the military side of the fence as on the 
civilian. 

To find out how this could be done, last May Secretary 
of Defense Charles E. Wilson set up a special committee. 
Appointed to it were four high military officers, three 
defense department civilian officials. and five prominent 
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men from industry and education. Ralph Cordiner, presi- 
dent of General Electric, was appointed chairman. 

About one month ago Cordiner made his report. What 
he had to say may make some people unhappy, but, 
if carried out, should go a long way toward making our 
military more efficient and, in the long run, more eco- 
nomical. 

Their recommen- 
dations make a great 
deal of sense. Cor- 
diner and his col- 
leagues have sug- 
gested the scrapping 
of several outmoded 
military traditions: 
1) they want to drop 
the hoary system of 
basing pay on length 
of service; 2) they want to pay soldier technicians, for 
skills and accomplishments just the way private industry 
does; 3) they want to broaden opportunity in the Armed 
Forces, not by raising everyone’s pay, but by increasing 
the incentives to rise above the ordinary level. 

A few examples will show what the so-called “Green 
Pastures” plan has in mind. Second lieutenants (and 
ensigns) would continue to start at $222 a month. But 
instead of climbing gradually to $374 a month after 14 
years at that rank, they will hit their top possible salary 
of $268 after just two years. In other words, after two 
years, no promotion, no raise. The same general principle 
is applied throughout all the lower officer ranks. Harsh 
perhaps on some people, but so is civilian life. 

This, of course, would mean that a mediocre officer 
would have less incentive for simply hanging on. On the 
other side of the coin, he would have more reason than 
ever for striving to rise in the ranks. 

If the price of mediocrity would be lowered, the price of 
achievement would be raised. Colonels (and Navy cap- 
tains) would start at $950 a month instead of $592; but 
they reach their maximum pay after just four years. 
Brigadier generals (and rear admirals) start at $1,250 
instead of just $800. Lieutenant generals (and vice ad- 
mirals) start at $1,750 instead of $1,063. 

Different rules, but similar principles, would apply to 
enlisted men. Pay would not be based simply on length 
of service, but on personal skills and proficiency. 

But one thing is important to keep in mind about these 
proposals. They are not based on the idea that you can 
bribe a man to serve his country. Nor are they intended - 
to lure people into serving who do not like military life. 
What these proposals will do is make it easier for quali- 
fied people to remain in the Service without sacrificing 
the well-being of their families. 

All this, needless to say, will cost a certain amount of 
money. The committee has put the figure at around $650 
million a year for the first few years. But in the long run 
the plan should save money. No stockholder in his right 
mind would propose that his company cut costs by hiring 
cheaper executives or letting able ones drift away for 
want of reward. The same is true of our army. 

So these “Green Pastures” proposals should help give 
us a better defense establishment. They should also over 
the years save money. On this basis, they are good 
defense, good management and good economy. The pro- 
posals are worthy of all our support. 


Our Electronic Army 
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“The doctor’s coming right away !”’ 


In an hour of urgent need, you may have had the feeling 
of relief and reassurance that comes when you know your 
family doctor will soon step through your doorway. Then 
you are most aware of how much it means to have a 
family doctor. 


Of course, any physician in your community would 
respond to an emergency call. It is not quite the same, 
however, as having your own doctor who has known you 
and your family through the years. When he comes, you 
rely on him not only as a physician, but also as a friend. 


This warm relationship can be very important . . . as 
important, in a way, as the doctor’s knowledge of medi- 
cine. This is because the family physician, in treating a 
patient, considers not only the current medical phases of 
the case, but also the patient’s personal medical back- 
ground. Furthermore, a doctor who has year-to-year con- 
tact with you can help ease many worries which illness 
often magnifies. 


Whether your doctor is called for a serious emergency 
or a minor illness, he brings to you the latest develop- 
ments of medical science. These include new methods of 
diagnosis, new drugs and treatments for restoring health 
or controlling many diseases. He also brings to you his 
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own broad knowledge of medicine gained through years 
of study in schools, hospitals and clinics. 


There are other equally good reasons for having a 
family doctor. When you go to him for periodic health 
check-ups, he can often detect trouble early and take 
appropriate action promptly. Moreover, by consulting 
your doctor periodically, you get his advice about how to 
help keep in good physical condition . . . with proper diet 
and sensible habits of work, sleep and relaxation. 


Your friend, the family doctor, is the first to know when 
hospital care is needed . . . and when a specialist should 
be called to advise and assist him in giving you the latest 
specialized treatment necessary in your case. 


Specialists, because of their detailed knowledge and 
experience in diagnosing and treating diseases falling 
within their particular field, are important allies of the 
family doctor. 


Your family doctor will welcome an invitation to be- 
come a “part of your family circle.” One of the most 
practical steps, therefore, that you can take for future 
health and happiness is to consult your family doctor now 
- » and keep in touch with him over the years. 























You'll cut accounting costs with the Burroughs Sensimatic 


Big and small businesses applaud the 
speed and economy of the Burroughs 
Sensimatic Accounting Machine. Both 
Bulova Watch Company, Inc. and 
Green Turtle Restaurant —far apart in 
volume and kind of business —use Sen- 
simatics for top bookkeeping efficiency. 


Just look, for example, at what a 
Bulova spokesman has to say: “We 
enjoy many advantages from our Sensi- 
matics—especially speed, simplicity, 
and ease of operation in handling such 
accounting jobs as Payroll, Accounts 
Payable, Shipping, Credit Union, and 
Precious Metals Controls.” 


Mr. Joe Adeeb, owner and manager 
of the Green Turtle Restaurant of 
Jacksonville, Florida, also speaks highly 
of the Sensimatic: 

“‘We particularly like the speed and 
accuracy of our Sensimatic. It enables 
us to post our General Ledger daily, 
and makes it possible for us to mail 
statements promptly, instead of 10 or 
15 days late as with hand accounting. 
We feel that this extra efficiency makes 
our profit picture brighter.” 

Testimonials like these point the way 
to lower accounting costs for your busi- 
ness. They prove that it’s worth your 


while to investigate the Burroughs 
Sensimatic. Sensimatics come in six 
series, with from two to 19 totals—a 
model designed to fit every business. 
Demonstration? Just call our local 
branch office, or write Burroughs Cor- 
poration, Detroit 32, Michigan. 


“Burroughs” and “Sensimatic’’— Reg. TM’s 


Wherever There’s 


Business There’s 











DEATH OF A BULL? 


According to orthodox Dow Theorists, the Great Bull Market died on April 6, 1956. But not 
until last month did their doctrine produce the signal that entitled them to bury the body. 
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IS THE BULL MARKET OVER? 


According to classic Dow Theory, last month’s break signalled 
a bear market. But some professionals still have their doubts. 


For MontHs, Wall Street professionals 
have been nervously glancing over 
their shoulders at a crucial battle line, 
the now-famous 460-465 “resistance 
level” in the Dow Jones industrial 
average. Four times last year the 
market retreated to this level. Four 
times it vigorously bounded up again. 
If the line failed to hold this time, 
Dow theorists warned, it would sig- 
nal a bear market. 


Fallen Fortress. Finally last month 
the critical rampart crumbled. With 
hardly a show of resistance, the in- 
dustrials knifed through to 453.07. 
Reported the United Press in mock 
mourning: “Next of kin, heirs at law, 
and persons interested in the estate 
of the old bull market gathered at his 
bedside today for the death watch.” 

Many a Wall Street pro was sur- 
prised at the ease of the breakthrough. 
But followers of the Dow Theory had 
no doubts. Said one: “The market 
has spoken. We are now well into a 


bear market dating from April 6, 
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1956.” Yet the market itself did not 
seem to know it. After having lost 
more than eleven points in just two 
days, it burst into a vigorous rally. 
Before the week was over, the Dow 
Jones industrials were again riding 
comfortably above 465. 

With that contradictory state of 
affairs confronting it, Wall Street 
rapidly divided into two camps. In 
the larger were a growing number of 
pros for whom the breakthrough 
meant just one thing: that the Great 
Bull Market which started in June, 
1949 had died last April when it hit 
its high. But there were also plenty 
of dissenters in the other camp who 
stressed the rapid recovery of the 
averages. One such was the Man- 
hattan brokerage house of A. M. Kid- 
der & Co. Said Kidder in a widely 
circulated brokerage letter: “We re- 
main of the opinion that the decline 
is of an intermediate character rather 
than . . . a sustained bearish trend.” 

One thing, however, was sure: even 








if the market continues upward, it 
will take Wall Street’s pros a long 
time to regain full confidence. For the 
time being, even the more optimistic 
were treading cautiously, speaking 
only of a “worthwhile rally.” Opined 
Bache & Co.’s Martin Gilbert: “There 
is the possibility that a rally could 
develop which might well retrace up 
to one third of the 1957 decline.” 

Defeat for Dow Theory? While trad- 
ers were debating whether the bull 
market was dead, some Wall Street 
pros were soberly asking another 
question: is the Dow Theory itself 
outmoded? Twice in recent years the 
theory has produced what are gener- 
ally now regarded as false signals: 
the bull market signal in 1948, the 
bear market signal of 1953 on the very 
eve of the longest, most sustained 
advance in stock market history. 
Meeting at mid-month, the research 
committee of Manhattan’s Harris, 
Upham & Co. soberly suggested that 
last month’s Dow bear market signal 
may well turn out to be “a major test 
of this whole theory.” 


What has happened to Dow theory 
to put it so in question? Suggests the 
Harris, Upham committee: “It may 
be that the public is paying less at- 
tention to this peculiar system based 
on a peculiar average.” 





PAPER 


ELBOW ROOM 


Kimberly-Clark has prosper- 
ed by carving out its own 
niche and sticking to it. 


Like his founder-grandfather before 
him, John R. Kimberly, 53, president 
of Wisconsin’s famed Kimberly-Clark 
Corp.,* has always preferred to pre- 
serve plenty of elbow room. Thus 
Kimberly-Clark traditionally has 
carved out its own niche in the paper 
business and carefully stuck to it. 
Such overcrowded fields as_ kraft 
paperboard and box-making have 
never appealed to Kimberly. Instead 
Kimberly-Clark has prospered by 
concentrating on some lively special- 
ties. Kimberly-Clark now boasts: 

e 60% of the entire U.S. market 
for sanitary napkins (i.e., Kotex); 

e half the entire market for clean- 
ing tissues (i.e., Kleenex); 

© 25% of the U.S. market for pub- 
lication-type coated printing papers, 
making it the largest U.S. producer; 

e 10% of the lively toilet tissue 
market (Delsey brand). 

The Rivals. But such prosperous ac- 
tivity breeds competition, and Kim- 
berly-Clark has been feeling it in the 
last few years. Not long ago, Mara- 
thon launched into toilet and clean- 
ing tissues via a merger. Hudson 
Pulp & Paper put up a new $15-mil- 
lion plant in Florida to make tissue. 
And just last December, soap-making 
Procter & Gamble brought Charmin 
Paper Mills into its fold. 

Last month Jack Kimberly did 
some collecting of his own, and his 
move was entirely true to form. For 
735,000' shares of Kimberly-Clark 
common (worth $30.8 million at re- 
cent market) he bought privately- 
held Peter J. Schweitzer, Inc., a big 
maker of cigarette, condenser and 
carbonizing paper. It put Kimberly- 
Clark into a new field where it would 
have plenty of its traditional elbow 
room. As a supplier to the cigarette 
industry, Schweitzer has only one 
major competitor: Olin Mathieson’s 
Ecusta Paper Corp. subsidiary. 

Rough Diamond? Many in the in- 
dustry thought Jack Kimberly had 
discovered a rough diamond in 
Schweitzer, which last year, exclu- 
sive of a French subsidiary, posted 
sales of $30 million, netted an esti- 
mated $3 million. It was the kind of 
net margin which even a kraft pro- 
ducer might well envy. 


*Traded NYSE. Price range (1956-57) : high, 
583g; low, 40. Dividend (fiscal year 4/30/56): 
$1.80 plus 8% stock. Indicat 1957 payout: 
$1.80. Earnings r share (fiscal '56): $2.82. 
Total assets: $228.4 million. Ticker symbol: 


16 


1953 Low=100 


CHEMICAL 
a ee 


100 
1956 High 


CHEMICALS 





FADING FAVORITES 


---and CHEMICAL 
a4 7.) on aie). 


1956 High 


When a growth industry loses its glamour, Wall Street 
loses its enthusiasm and some latecomers lose their shirts. 


Att through the Great Bull Market, 
no investment portfolio was quite re- 
spectable unless it contained growth 
stocks, and few that did omitted chem- 
ical shares. Whether the »ull market 
is yet over, there is still some dispute 
(see p. 15). But one thing is clear: 
after having led the market up, chemi- 
cal stocks were leading it down again 
(see chart). 

Standing Still. What has happened 
to rob the chemicals of their onetime 
glamour? One answer was clear last 
month in some news issuing from the 
U.S.” second largest chemical produc- 
er, Union Carbide & Carbon. From 
his office high above Manhattan’s 
42nd Street, President Morse G. Dial 
announced 1956 sales up 8% to $1,- 
324.5 million, an all-time high, but 
profits right where they had been in 
1955: $4.86 per share. In short, Union 
Carbide had been running faster than 
ever just to stand still. 

It was no isolated case. Throughout 
the industry, chemical company presi- 
dents had much the same tale to tell, 
except that in many cases it was not 
merely a matter of standing still, but 
of actually falling behind. Thus Allied 
Chemical & Dye’s Fred Emmerich 
estimated the year’s sales at $668.9 
million, up 6.4% on the year, net down 
from $52.1 million to $47 million. Thus 
too Monsanto’s chief, Dr. Charles A. 
Thomas, announced sales up 4%, 
earnings off 8.4%. Mighty du Pont, big- 
gest of the chemical producers, had 
yet to report, but Wall Street antici- 
pated much the same story from Wil- 
mington. 

To be sure, there were exceptions. 
American Cyanamid’s Kenneth Towe 
could boast a 14.2% rise in net (to 
$44.2 million) on 11.0% higher sales, 


and many a smaller chemical pro- 
ducer fared better than its bigger 
brethren. Particularly well off: such 
producers of chlorine, caustic soda 
and soda ash as Diamond Alkali, 
Hooker Electrochemical, Pennsylva- 
nia Salt Mfg., and Wyandotte. 

Such exceptions aside, the very 
uniformity of the chemical majors’ re- 
ports raised some vital questions in 
investors’ minds. How secure were the 
chemists’ ample profit margins, long 
among the most spectacular in U‘S. 
industry? Had the industry reached 
a plateau after its long growth? The 
market itself was providing its own 
answers. After half a decade of valu- 
ing chemical commons at from 20 to 
30 times earnings, institutional and 
private investors were in no rush to 
buy at far lower price-earnings ratios. 

Inside Opinion. How well does such 
caution square with the views of 
chemical executives themselves? In 
at least one instance, the inside view 
was rosier than the outside estimate. 
“In some areas in the industry,” con- 
tends Allied’s comptroller Frank L. 
Linton, “growth is still underway. Our 
industry is a supplier to U.S. industry 
at large, and its products are scattered 
all over the lot. So you really can not 
make any valid generalizations about 
it.” 

But drawing conclusions is Wall 
Street’s business, and the consensus 
there last month was that a good part 
of the industry faced problems that 
will not be easily solved. In substan- 
tiation, several analysts cited Hercules 
Powder’s slip in profits last year, and 
President Albert E. Forster’s explana- 
tion, as typical: “Selling prices,” 
Forster had explained, “did not keep 
pace with increased costs.” 
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If chemical analysts read the rec- 
ord aright, the same went for the in- 
dustry as a whole. Though sales hit 
an alltime peak at $24 billion last 
year, they failed to carry profits with 
them in many cases. At Union Carbide, 
for example, the operating profit mar- 
gin dropped from 32.1% to 29.9%. Not 
a disastrous drop, but a disquieting 
one. As Dow’s Treasurer A. C. Ger- 
stacker put it: “There was a little 
squeeze on profit margins in the in- 
dustry last year.” 

That was particularly true in twe 
of the hottest items the chemical in- 
dustry has to sell, anhydrous am- 
monia and plastics. Ammonia is a 
basic element in chemical fertilizer, 
and an item that a great many chemi- 
cal outfits lave iaunched into with 
enthusiasm. So _ enthusiastically, in 
fact, that the nation’s anhydrous ain- 
monia capacity has risen from 725,000 
tons to 4.1 million tons in just 10 years, 
and this year alone still another 300,- 
000 tons of new capacity will come 
on stream. Yet so many new ammonia 
plants have already been built that 
the U.S. now uses only 60% of their 
present capacity. 

As a result, ammonia prices fell 
last year from $85 to $72 a ton. 
This is obviously as yet no disaster. 
A plant operating at close to 100% 
capacity can turn out ammonia at 
from $35 to $50 a ton, still leaving a 
tempting profit. Nevertheless, the am- 
monia glut has had a lot to do with 


the declining profit margins of such 
outfits as Monsanto, whose operating 
margin dropped from 22.8% to 20.5% 
last year, and of Allied, whose margin 


fell from 22.7% to 19.5%. Sighs Mon- 
santo’s Thomas: “The nitrogen market 
is not now favorable.” 

The Long View. What keeps the in- 
dustry building new ammonia capacity 
are estimates that the ammonia con- 
sumption will rise rapidly in future 
years. Much the same is true in plas- 
tics, where many in the industry are 
taking a similar long view. Says 
Union Carbide’s Dial: “Plastics to- 


Loss Since 1956 Highs % 


day are where steel was in 1900.” 

In the meantime, however, plastics 
makers are taking their lumps. Yet 
although prices have fallen, the in- 
dustry is still building new plastics 
capacity. Recently, for example, Her- 
cules joined with Britain’s Imperial 
Chemicals Industries to get underway 
an $11l-million methyl methacrylate 
plant next door to Hercules’ Missouri 
ammonia works. Its ultimate capacity: 
35 million pounds a year. 

Another area of undimmed enthusi- 
asm: acrylonitrile, basic material for 
acrylic plastics and for many synthetic 
fibers. Temporarily at least, acrylo- 
nitrile is in ample supply. Thus Amer- 
ican Cyanamid’s 50-million-pound 
plant at Fortier (La.) merely oper- 
ated last year at what President Ken- 
neth Towe described as “approaching 
the break-even point.” Undeterred 
by this, Towe now plans to double 
the plant’s capacity by sometime next 
year. 

Producers of polyethylene, the plas- 
tic that goes into “squeeze” bottles, 
are also taking the long view. Koppers 
Co., for example, which already has 
one new polyethylene plant, is build- 
ing two others. Altogether, the 
chemists plan to boost their low- 
pressure polyethylene capacity alone 
by some 250 million pounds this year, 
although demand now trails capacity 
by some 150 million pounds a year. 

Risky Business? With such ambitious 
plans afoot, are not the chemical pro- 
ducers taking long chances which one 
day may land them in very hot water? 
Actually, from the inside looking out, 
few chemical bosses seem very wor- 
ried about rising pressure in their 
product pipelines. “Even if it takes a 
couple of years,” says one, “demand 
has always caught up with supply. 
Anyway, research is always opening 
the door for us.” 

What worries Wall Street, however, 
is that there are constantly more com- 
panies trying to crowd through the 
door. The major oil companies, for 
example, now account for no less than 





In some individual stocks, the losses were even more extreme. 
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one quarter of all U.S. ammonia 
capacity. They are not alone. These 
days no roster of chemical producers 
is now complete without such alien 
names as Eastman Kodak, Deere, 
Borg-Warner and the M. W. Kellogg 
division of the Pullman Co. By all 
indications, the list will continue to 
increase. 

As a result, the old-line chemical 
producers are running their laborato- 
ries overtime to keep the door of op- 
portunity open. This year they are 
spending some 3% 
search and, considering the industry’s 
$24-billion gross, this involves a 
whopping sum. Wall Street’s big ques- 
tion: in running so fast, are they 
staying ahead of the game? 


of sales for re- 


At any rate, there is no stopping 
them. Thus Allied, heavily committed 
in fiercely competitive ammonia, has 
recently teamed up with Kennecott 
Copper to build a $40-million tita- 
nium sponge plant, to go into opera- 
tion late next year. Taking another 
switch, Olin Mathieson has joined with 
Revere Copper to take a plunge into 
aluminum production, a metal al- 
ready in moderate surplus supply. 
Such moves are typical, but there is 
no guarantee that they will be un- 
qualified successes. The ranks of com- 
panies trekking into the “wender 
metals” are already crowded, and 
there is no assurance that when they 
all arrive the crush may not resemble 
that in anhydrous ammonia and 
polyethylene. Moreover nobody can 
guarantee that aluminum producers 
like Alcoa and Reynolds, or titanium 
producers like National Lead or 
Crane, may not in turn wind up deep 
in the chemical business. 


Building Boom. Such thoughts, 
however, have not dampened the 
chemists’ enthusiasm, nor held back 
their building plans. Despite the evi- 
dent crowding, they have been going 
ahead with their building, last year 
completed some $1.1 billion in com- 
plex chemical facilities. Over this year 
and next, they will add another $2.5 
billion to the bill. 

One big incentive, of course, is the 
lure of rapid amortization, which will 
gradually be withdrawn over the next 
few years. Thus a company like Al- 
lied, which charged off $23.2 million 
to accelerated amortization last year, 
has earmarked still another $22 mil- 
lion for the same purpose this year. 
Explains one chemist’s_ treasurer: 
“Thanks to rapid amortization, we 
have the cash to build, and the chance 
won't be there forever. It’s hard to 
resist.” His hope: that his new plants 
will not only be paying their own way 
by the time fast amortization runs out, 
but earning enough besides to meet 
the deferred tax bill. 





AIRCRAFT 


THE CLUB 


Dynamic General Dynamics 
now finds itself in industry’s 
most exclusive circle. 


“We should sell a billion a year in the 
next four or five years,” mused John 
Jay Hopkins of General Dynamics 
Corp.* one fine spring day in 1954. 
Within a week, Hopkins’ $206-million 
sales outfit was gulping mightily to 
swallow $371-million annual sales 
Consolidated Vultee Aircraft Corp. 
Then in mid-1955, General Dynamics 
wolfed down a smaller morsel: $63.5- 
million annual sales Stromberg-Carl- 
son Co., maker of radio and telephone 
equipment. Dynamics’ sales tally at 
the end of 1955: $687.3 million. 

Last month, having easily topped 
this figure in 1956’s first three quar- 
ters, John Jay Hopkins, 63, fired off a 
long-awaited message to his 32,000 
stockholders. “I am very happy to re- 
port to you,” he wrote, “that sales 
volume for the first time has passed 
the $1-billion mark.” Thus did 
Hopkins, who took over as president 
of predecessor Electric Boat Co. in 
1947 when its sales totaled just $14.4 
million, usher it into the Billion Dollar 
Sales Club, industry’s most exclusive 
circle (membership last year: 31 
firms) two years ahead of schedule. 

Pentagon Payoff. General Dynam- 
ics, with its six divisions, would never 
have made it without plenty of gov- 
ernment help. Such divisions as 
Stromberg-Carlson, Convair, Cana- 
dair, Electro Dynamic and General 
Atomic sell varying amounts of 
commercial goods and services. But 
by far the bulk of General Dynamics’ 
billings derive from military orders 
for jet fighters and bombers, guided 
missiles, electronic equipment and 
submarines. The big headline-maker, 
of course, is Electric Boat, which built 
the Nautilus, the first atomic-powered 
submarine, now has three sister ships 
under construction. Actually, how- 
ever, it is Convair, GD’s largest divi- 
sion (now working on a _ nuclear- 
powered airplane), which contributes 
the largest slice of sales. 

Hopkins’ sheer variety of wares for 
the Pentagon gives him hopes for 
higher sales this year. “I anticipate,” 
he says, “that our 1957 sales and earn- 
ings will show a volume substantially 
in excess of 1956.” Although military 
expenditures for aircraft have de- 
clined for the past two fiscal years 


*Traded NYSE. Price range (1956-57): 
high, 615g; low, 454%. Dividend (1956): $1.60. 
Indicated 1957 payout: $2. Earnings per share 
(1956) : $4 (est.). Total assets: $294.8 million. 
Ticker symbol: GD. 
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TAKE-OFF 


General Dynamics’ gross took a sky- 
ward leap last year, and despite a 
cutback in government outlays for 
planes, the company’s backlog of 
orders kept rising fast. 
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(they were down 16% in 1956 from 
the record $9.2 billion of 1954), Gen- 
eral Dynamics’ own backlog of orders 
has increased each year, by December 
had topped $2 billion. 
a o + 

THE planemakers, none of whom be- 
longed to the Billion Dollar Sales Club 
a year ago, now have two members. 
The other is Douglas Aircraft, which 
broke into the charmed circle in 1944 
only to drop out again the following 
year. Resuming its place, Douglas 
chalked up $1,074 million in sales 
during its fiscal year ended Novem- 
ber 30. Other past members: Boeing, 
which had sales of $1,023 million in 
1954; Curtiss-Wright (estimated 1956 
volume: $565 million), which joined 
the club in 1943, set an industry sales 
record of $1,717 million in 1944, 
dropped out in 1946. 


WEST VIRGINIA’S LUKE: 
a turnaround in 


PAPER 


PROPHECY 
REVISED 


Paper producers have finally 
adopted the better part of 
valor. But is it too late to 
change Wall Street’s mind? 


In the forest of their frenetic activity 
last year, the nation’s papermakers 
heard a prophetic voice. In a moment 
of foreboding, West Virginia Pulp & 
Paper Co.* Chairman David L. Luke 
Jr. issued a stern warning. Recalling 
the industry’s boom & bust past, Luke 
warned that the papermakers were 
building more capacity than they 
might well find use for. If worst came 
to worst, he told them, it would mean 
“destructive price competition.” 

Yes & No. It was a cry in the 
wilderness that the papermakers 
heard only reluctantly. Still they 
continued to build more box plants 
and more and bigger paper mills. And 
for each there was a_ persuasive 
reason. 

But Luke’s warning did not fall 
entirely on deaf ears. Wall Street not 
only heard, but agreed. Into August, 
the paper shares were one of the 
fastest moving groups on the Big 
Board. Since 1953, they had risen 
some 223% in value vs. a rise of only 
125% for Standard & Poor’s 420 in- 
dustrial stock average. But by au- 
tumn, Wall Street had marked them 
down mightily. 

Once again last month Luke spoke 
out, this time as head of the American 
Paper & Pulp Association. Expansion 
plans of the major paper producers, 
he noted, were “flattening out.” 
Plants scheduled for completion in 
1959 and 1960 were being delayed for 
a year or two. His own company, 
Luke added, was postponing several 
projects, including new box factories, 
but would actually spend more on 
expansion this year than it had in 
1956. 

Judged as a whole, he observed, 
there was cause for considerable 
optimism. Some lines of paper and 
board were, to be sure, in oversupply, 
and the papermakers were likely to 
feel a squeeze on profit margins for 
a good time to come. Yet such sur- 
pluses as are likely to develop now ap- 
pear to be of manageable size, and are 
not likely to cause any serious price- 
cutting. Concluded he: “I haven’t run 
across anyone who is bleary-eyed 
from lack of sleep over our situation.” 

*Traded NYSE. Price range (1956-57) : high, 
63; low, 4034. Dividend (1956): $1.55. Indi- 
cated 1957 payout: $1.60. Earnings per share 


(1956): $3.19. Total assets: $173.7 million 
Ticker symbol: WP. 
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METALS 


JOE MARTINO’S INTANGIBLE $1 BILLION 


With “growth stocks” it’s not brick-and-mortar but the intan- 
gibles that count. Consider, then, the responsibility weighing 
on National Lead’s Joseph A. Martino. His management must 
justify close to $1 billion worth of such faith and enthusiasm. 


From an unpretentious executive of- 
fice overlooking Lower Manhattan’s 
historic Trinity Church, portly, ener- 
getic Joseph A. Martino presides over 
an extraordinary enterprise. His ven- 
erable National Lead Co.* carries its 
physical assets—brick-and-mortar, 
machinery, working capital and in- 
vestments—on the books at just un- 
der $280 million. But on the New 
York Stock Exchange, at the rate of 
$106 each for 11.4 million shares, these 
same assets were valued by investors 
last month at well over $1.2 billion. 

In part this $1 billion premium sim- 
ply reflected a radical understatement 
of National Lead’s assets on the ledg- 
er books. But to an even greater 
degree it represented the willingness 
of investors to pay hard cash for the 
intangibles which have made Nation- 
al Lead one of the postwar era’s great 
success stories (see chart “Double 
Leverage”). 

Capitalizing the Future. National 
Lead, in short, is a “growth stock.” 
A stock, that is, which capitalizes in 
its market price not only current 
earnings but the prospects for higher 
earnings in the future as well. 

In the great Eisenhower bull mar- 
ket, “growth stock” has been a proud 
label. But in recent months Wall 
Street has had some hard second 
thoughts on the subject. Just as they 
led the market up, so were some of 
the growth stocks among the hardest 
hit in the jarring retreat of the Dow- 
Jones Industrials from 520 to under 
460. Dow Chemical, by way of ex- 
ample, was down about 2% times as 
far from its high as the DJI. 

In this respect, Martino’s National 
Lead has less cause for complaint than 
most; the bears have treated it rela- 
tively gently. At its mid-February 
price of 106, it was down just 14% 
from its high. Still, this was ore of 
the worst reversals the stock has suf- 
fered since the war. 

What did all this signify? Were 
the growth and enthusiasm stocks in 
the process of coming down with a 
sickening thud to the price-earnings 
ratios of ordinary industrial stocks? 
Had investors been paying too dear 


*Traded NYSE. Price range (1956-57) : high, 
12312; low, 7642. Dividend (1956); $3.25 plus 
o stock. Indicated s06) $2, Total $3.25. Earn- 

— per share (1956 ‘otal assets: $350 

llion. Ticker symbol: 
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NATIONAL LEAD’S MARTINO: 


the “boys” convinced him 
for the intangibles? In this context, 
few companies are currently more in- 
teresting than National Lead. It cur- 
rently commands (see table) one of 
the highest premiums over book value 
of any major U.S. corporation. 


How Much Is $1 Worth? What man- 











WHAT IS A COMPANY WORTH ? 


Wall Street has yet to agree on any single yardstick of value. Sales, 
earnings, dividends, brick-and-mortar, working capital all must be 
considered. But even here standards vary greatly. In the last resort, 
it is the intangibles that make the difference. Here is how investors 
currently measure the dollar worth of a selected group of top cor- 
porations, including National Lead. 
—__— Market Value of ———— —— 
$1 in $1 in $1 in $1 in 
__Salest_ __ earnings _ _ dividends book value 
THREE INDUSTRIAL GIANTS 
General Motors $1.00 $11.89 $19.68 $2.65 
U.S. Steel 0.76 9.74 22.40 1.34 
General Electric 1.18 21.20 26.50 4.13 
SIX PROMINENT “GROWTH STOCKS” 
IBM $3.57 $38.09 $124.75 $8.02 
Dow Chemical 2.38 24.79 50.22 3.67 
Minneapolis-Honeywell 1.87 22.14 43.14 4.96 
Corning Glass 2.32 21.55 38.50 4.91 
Scott Paper 1.76 21.51 31.62 3.13 
Minnesota Mining 3.17 27.28 41.21 7.81 
GROWTH STOCK AVERAGE $2.51 $25.89 $54.91 $5.42 
NATIONAL LEAD CO. $2.01 $21.50 $30.96 $5.98 
Data based on latest seported 12 month figures. 
t+Market value of outst g¢ shares divided by total sales. 







ner of company is National Lead? 
How did it get where it is? In short, 
how much are its intangibles really 
worth? 

As corporations go these days, Na- 
tional Lead is no giant. With total 
assets of some $350 million, Nation- 
al Lead stood last year just 80th on 
the list of U.S. manufacturing cor- 
porations. Its sales of some $575 
million ranked it well below such sec- 
ond-string giants as International 
Harvester, Republic Steel or West- 
inghouse Electric. 

Investor esteem, however, was 
quite another matter. On the year- 
end roster of market value, National 
Lead’s 11.4 million common shares 
had a market value far greater than 
that of many a larger corporation. It 
was the 23rd most valuable corpora- 
tion on the Big Board. Its sales were 
barely 20% those of the mighty 
Chrysler Corporation, but the value 
of its'common stock was more than 
double that of the big automaker’s. 

In terms of the balance sheet, the 
signs of investor favor were even 
more startling. Many a Big Board 











CROSS SECTION 


Some of the main activities directed from 
National Lead’s Downtown Manhattan Head- 


quarters. 
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company last month, famed Interna- 
tional Harvester among them, sold 
for considerably less than the book 
value of their assets. National Lead? 
Every $1 worth of its assets brought 
close to $6 in the market place. 


Bootstraps. But these are merely 
the outer trappings of a growth stock. 
They do not in themselves prove that 
National Lead is a high-priced lux- 
ury. Neither, on the face of things, 
do they prove it to be a bargain. It 
only proves there are intangibles in 
National Lead that are highly re- 
garded by investors. So highly that 
they have capitalized the intangibles 
at almost $1 billion. 

What are the intangibles? Basical- 
ly they are the undeniably bright fu- 
ture of the company’s business—com- 
pounded by its record of past success. 
In this respect National Lead is almost 
a pure growth stock. Unlike, say, Min- 
neapolis-Honeywell, National Lead 
gets no glamour from electronics. 
Unlike Dow or Union Carbide, it is 
not generally considered a chemical 
company, with all that implies. 

About 37% of its sales end up in 
paint, a dependable but far from ex- 
citing product. Only a relatively small 
part of this is brought in by the Dutch 
Boy paint business, which Martino ex- 
panded into a national operation after 
the war. The biggest part of the paint 
products business is in the form of 
lead and titanium pigments sold to 
such good National Lead customers 
(and competitors) as Pittsburgh Plate 
Glass and Sherwin-Williams. 


A further 8% comes from making 
the journal bearings that the nation’s 
railway cars roll on. Metal die-cast- 
ing and various specialized types of 
non-ferrous metal fabricating, espec- 
ially of lead, contribute another 
39%. National Lead has, of course, 
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tino, “to take care of our own expan- 





side interests in titanium metal and 
nickel.t A very flourishing 11% of 
its sales, moreover, consist of the oil 
well drilling muds of its Baroid 
division. 

Cyclical & Competitive. Still, Nat- 
ional Lead depends for its basic live- 
lihood largely on the very cyclical and 
competitive building, auto and rail- 
road industries. That makes _ its 
steady growth record the more im- 
pressive. Last year, for example, Na- 
tional Lead earned better than 30% on 
its stockholders’ equity. That alone 


+ National Lead mines virtually no lead. (It 
does, however, mine titanium.) About 40% 
of the company’s lead requirements it smelts 
from scrap at its own refineries. The balance 
it buys on the open market. This has served 
to protect the company’s profits from gyrat- 
ing lead prices. en lead has en very 
—- as in 1949 and 1953, National Lead’s 
profit margins actually widened due to lower 
raw materials costs. When lead has been up 
in price, the company has had little trouble 
passing the higher costs on to its customers. 


LOADING DUTCH BOY PAINT: 
also autos, oil wells & atoms 
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ranked National Lead’s management 
high on the corporate honors list. Es- 
pecially is this true in view of the fact 
that Joe Martino has accomplished 
this without benefit of leverage from 
borrowed money. 


In many other ways, too, National 
Lead has shown itself,to be a growth 
stock in good standing. Consider the 
record. In the past five years its 
sales have risen 50%. Profits have 
gone up every year since the war 
with the single exception of 1951. 
Dividends have risen so fast that $1,- 
200 invested in National Lead at its 
1950 low would be earning dividends 
at the rate of $325 a year today. 


Hand at the Helm. To a very con- 
siderable extent this remarkable 
showing is the handiwork of one man 
and his aides: Joseph A. Martino, a 
blunt, stockily-built, self-made former 
accountant. Now 56, Martino went to 
work for National Lead as an office 
boy at the age of 16, subwayed to 
night schools to study accountancy, 
worked his way up to the position of 
comptroller before assuming the 
presidency in 1946. Martino is no 
man to be modest about the past 
decade. Says he: “National Lead 
wasn’t always this way.” 


As a matter of fact, Martino turned 
out to be an excellent choice for tie 
ing together the many threads of this 
diverse firm. As comptroller he had 
found it increasingly necessary to 
trace the figures he dealt in back to 
their sources in the company’s 80 
plants and offices. “I learned,” says 
he, “to follow through.” 

But until Martino and his young 
aides took over, National Lead had 
been a rather typically staid and solid 
old (incorporated in 1891) corpora- 
tion. “The old management,” says 
Martino, “were pretty conservative 
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the other half.) It is carried on Na- 





fellows. We were an oldline com- 
pany, satisfied to make $4 and $5 mil- 
lion a year.” 

Thus during the years when they 
occupied the second-echelon executive 
jobs, Martino and his Young Turks 
were chafing at the conservative bit. 
“We had,” confesses Vice President 
Alfred H. Drewes, “spent nearly 10 
years talking about what we would 
do if we were running the company.” 


An Inside Board. When his chance 
came, Martino was ready. “Our old- 
er lines,” he explains, “we could run 
with our eyes shut and make a fair 
profit. What we wanted were new 
lines which would give us a lot more 
in the way of profits.” 


To a remarkable extent, Martino 
had a free hand to work out his ideas. 
National Lead at that time possessed 
a rich but only partially exploited 
network of business connections and 
first-rate technical knowhow. Bet- 
ter yet from Martino’s point of view, 
the company was (and still is) run by 
an entirely inside board of directors. 
With the single exception of Leonard 
T. Beale, chairman of Pennsylvania 
Salt, every National Lead director is 
also an officer of the company. (“Out- 
side directors?” recently commented 
a Martino aide. “We don’t need to 
borrow any money, so why have a 
banker on the board?”) Neither were 
there any large stockholders with 
overcautious views for Martino to 
contend with. No individual or in- 
vestment company held, or holds, as 
much as 1% of the stock. 


In Layman’s Language. But what 
National Lead had lacked was the will 
to carry through on its technical 
knowhow and trade contacts. It was, 
for example, already prominent in ti- 
tanium pigments as well as in the 
older fields of white and red lead pig- 
ments which had been the company’s 
mainstay. The men in the field re- 
garded titanium pigments as the more 
promising field. They wanted to ex- 
pand. Martino, essentially a finan- 
cial man, proceeded to apply a rule 
he has continued to follow when deal- 
ing with complex technical matters. 
“T told the boys,” says he, “that if they 
can’t sell it to me in language I can 
understand, then it’s no good.” 


The technical “boys” quickly con- 


vinced Martino. With his full sup- 
port they launched National Lead on 
a broad program of expanding tita- 
nium dioxide production and _ inte- 
grating the company right back to raw 
materials. National’s competitors, 
notably du Pont and the Glidden Co., 
expanded, too. National Lead, how- 
ever, stayed well ahead. The market 
grew rapidly for the types of do-it- 
yourself indoor paint in which tita- 


Forses, MARCH 1, 1957 


DOEHLER-JARVIS DIE CASTINGS: 
a bargain for everybody 


nium pigments are used. 


New applications, too, were found 
for the material as a whitener in the 
rubber (e.g., white wall tires) , ceram- 
ics and paper industries. Almost with- 
out interruption since the war demand 
for titanium dioxide has stayed ahead 
of supply. National Lead, as the prin- 
cipal supplier, has profited mightily. 

Meanwhile, the market for the oil- 
well drilling muds of National Lead’s 
Baroid division also was growing by 
leaps and bounds. More and more, the 
oldline metal company was becoming 
a sort of chemical producer. Philoso- 
phizes Martino: “Union Carbide 
started with chemicals and moved into 
metals via titanium. We moved the 
other way, from metals to chemicals.” 

From Missouri. It does Wall Street’s 
security analysts little credit that they 
took a long time recognizing the 
changes that were coming over staid 
old National Lead. Just as The Street 
has often gone on crediting manage- 
ments with unusual deftness long after 
they have passed their prime, so, too, 
it failed to see that National Lead was 
a rising star. Not until 1951 did Na- 
tional Lead common sell at more 
than a grudging 10 times earnings. 

So slow was Wall Street to sense 
the opportunity that one leading in- 
vestment company, now a major and 
well-satisfied holder of National Lead, 
actually unloaded its shares, had to 
climb back at higher prices. Says 
Martino, happily: “They were from 
Missouri. They had to be shown.” 

Having shown Wall Street’s Mis- 
sourians what a happy blending of 
technical and fiscal knowhow could 
accomplish, Martino typically looked 
around for new fields to conquer. By 
1951 National Lead’s stock com- 
manded a considerable premium over 
asset value and capitalized earnings 


at a far higher rate than the run-of- 
the-mill industrial corporation. Now 
it was relatively easy for Martino to 
make attractive stock swap offers to 
other corporations and still get a 
balance sheet bargain for National 
Lead. Martino hit the merger trail. 

Valuable Intangibles. What caught 
his eye was the Doehler-Jarvis Co., 
then as now a leading manufacturer 
of die castings for the automobile and 
other industries. Doehler-Jarvis was 
a fairly common example of a fast 
growing business whose profits had 
failed to keep pace. Its sales had 
doubled between 1946 and 1951, but 
net profits had remained stationary. 
Do-hler-Jarvis was on a treadmill. 

National Lead, already a_ stock- 
holder of Doehler-Jarvis, made an 
interesting offer to the other stock- 
holders. It offered 1.22 million shares 
of National Lead, then worth some 
$37 million in the market, for all of 
the Doehler-Jarvis stock. It was a 
good deal for both parties. It repre- 
sented a profit of around $8 mil- 
lion for Doehler-Jarvis’ stockholders, 
whose shares had sold for as little as 
$29 million the previous year. For 
National Lead the advantages were 
equally obvious. Martino traded Na- 
tional’s shares with a book value of 
around $14 million and an earning 
power of around $2.5 million for $35 
million worth of Doehler-Jarvis as- 
sets and 1951 earning of $5 million. 

“Bargain?” says a Martino aide. “We 
don’t look at it quite like that. We feel 
there are valuable intangibles in our 
stock.” 

“We Have Friends.” Bargain or not, 
Martino had plans for raising Doehler- 
Jarvis’ earning power. “We had 
friends,” he says. “Many of our good 
customers were potential customers 
for Doehler-Jarvis.” 

Chrysler was already a good cus- 
tomer for Doehler-Jarvis. Within a 
short time, Martino added General 
Motors and Ford to the list, improved 
the efficiency of the die-casting plants 
and proceeded to bring Doehler- 
Jarvis’ high-volume, low-profit busi- 
ness up to National Lead’s standards 
of profitability. Today, though Na- 
tional Lead’s profit breakdowns are a 
carefully kept secret, it is no secret 
that the 1.22 million shares issued for 
Doehler-Jarvis are more than carry- 
ing their weight in National Lead’s 
profit-and-loss statement. 

Tight Purse. But this was only 
part of the story. In other, equally 
important ways, Joe Martino and 
his finance-minded executive team 
stamped their own private imprint 
on the conduct of National Lead’s 
affairs. Typically, National Lead al- 
most completely eschewed debt. “We 
accumulated enough cash,” says Mar- 
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tino, “to take care of our own expan- 
sion. We have no objection to debt in 
principle, but we thought this was the 
better way to do it.” 

Partly this was possible because 
Martino kept a relatively tight grip 
on National Lead’s capital spending— 
but not so tight as to hobble profit- 
able expansion. In building sales from 
1946’s $167 million to 1956’s approxi- 
mately $575 million, Martino held 
capital outlays to just $141 million. 
This alone sets National Lead apart 
from such dedicated growth compa- 
nies as Dow Chemical, which in the 
same period spent a whopping $700 
million to build sales, or Reynolds 
Metals which spent $350 million. 
Explains an aide: “Wherever possible, 
Joe insisted on expanding by tacking 
capacity onto existing plants. We 
avoided grandiose building projects.” 

As a result, Martino was able to put 
an unusually high proportion of profits 
into dividend envelopes. As com- 
pared with Dow’s 43% payout or 
Alcoa’s 30%, National Lead paid a 
solid 64% of its postwar earnings to 
stockholders. Having no interest pay- 
ment or sinking funds to worry about, 
Martino had no reason to be other 
than generous to stockholders. 

Prescription for Growth. Last month, 
at the end of nearly 11 years of trans- 
forming National Lead, Joe Martino 
had good reason to be pleased. De- 
spite a liberal dividend payout and a 
tightly-managed expansion program, 
he had succeeded in building stock- 
holders’ equity in National Lead from 
just $5.23 a share to almost $20. Prof- 
its, having risen three times as fast as 
sales, were up from 46c to well over 
$5. Dividends had been increased 
from 3lc to $3.25 plus 2% in stock. 

An impressive record by any stand- 





0 DOUBLE 
LEVERAGE 


National Lead has improved profits in 
depth as well as in breadth by doubling 
profit margins in the past decade. 
Result: profits rose more than twice as 
fast as sales. 
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Thus tabbed as a growth stock, National 
Lead common rocketed ahead more 
than five times as fast as the Dow-Jones ~ 
Industrials. 
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ard. But does it justify National 
Lead’s premium of nearly $1 billion 
over book value? 

Martino has his own answer to this. 
For one thing, he does not look at the 
price of National Lead stock quite 
that way. “Our plant account,” says 
he, “does not give a true picture of the 
value of our physical assets. We’ve 
always been ultra-conservative in our 
bookkeeping.” Martino, for example, 
maintains that National Lead’s huge 
Perth Amboy, N. J. titanium pig- 
ment plant alone is worth as much in 
terms of replacement value as the 
book value of all the company’splant. 

Then there is National Lead’s 50% 
interest in the highly-profitable Ti- 
tanium Metals Corporation of Amer- 
ica. (Allegheny-Ludlum Steel owns 


a highly promising metal is one of the intangibles 
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the other half.) It is carried on Na- 
tional Lead’s books at just $1.4 million 
Yet this investment, capitalizing Na- 
tional’s $5.5 million share of TMCA’s 
undistributed earnings at the going 
rate, probably would add another 
$7-$10 a share to the underlying 
value of National Lead’s shares. 

Just Starting. Moreover, it is almost 
an article of faith with Martino and 
his associates that National Lead’s 
growth is not merely tied to the prog- 
ress of the economy as a whole. He 
looks for his oil field sales to continue 
their upward curve for many years 
to come. Through Titanium Metals 
Corp. he feels that he has a head start 
on a metal that may well stand today 
where aluminum did a decade or so 
ago. At the moment, despite com- 
petition from Union Carbide, du Pont 
and a host of others, TMCA is gen- 
erally conceded to be the biggest and 
only fully integrated operation in the 
field. 

Titanium is only part of the picture. 
Through operation of the U.S. govern- 
ment-owned Nicaro project in Cuba, 
National Lead has a strong foothold 
in the booming nickel business. Its 
growing stake in atomic energy is 
highlighted by its operation for the 
government of the $80-million Fer- 
nald, Ohio uranium ore processing 
plant, largest in the world. — 

Doehler-Jarvis, too, has some prom- 
ising projects. Its single-piece alumi- 
num engine block, if widely adopted 
by Detroit’s engineers, could con- 
ceivably add millions to the com- 
pany’s sales and more in royalties. 

A Perishable Commodity. Granting 
the glittering profit promise of all 
these projects, the fact still remains 
that investors have already capitalized 
them to an as yet unknown degree in 
the price of National Lead stock. They 
are, in short, paying nearly $1 billion 
for the intangibles of technological 
knowhow and topnotch management. 
But intangibles, in the stormy world 
of U.S. business, are a notoriously 
perishable commodity. 

In the last resort this intangible in- 
vestment of National Lead’s 33,000- 
odd stockholders is dependent on the 
continued skill of Martino’s manage- 
ment and the continued prosperity of 
the economy. That and National 
Lead’s ability to hold its status as a 
“srowth stock.” 

As Joe Martino himself says, slowly 
twirling his spectacles: “We know 
Wall Street watches our results very 
closely. Up until now they have been 
pretty right about us.” Still, Martino 
and his aides have a weighty burden 
to bear. If he, his aides or their suc- 
cessors, should falter in their present 
pace, hundreds of millions of dollars 
worth of intangibles could go quickly 
gurgling down the drain. 
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TEXTILES 


THE GHOST 


On the surface, Dan River 

Mills’ fortunes rose dramati- 

cally last year. But appear- 
ances were deceiving. 


Amip last month’s growing company 
of threadbare textile weavers ap- 
peared at least one ghost of a Dapper 
Dan: Dan River Mills, Inc.* of Dan- 
ville, Virginia. With sales up a com- 
forting 33% last year to $122.4 million, 
Dan River’s President William Erwin 
reported net earnings up 41% to $5.4 
million. It was a big improvement 
over the $0.8 million Dan River had 
earned in 1952 and well ahead of its 
1953 and 1954 net. But it was still a 
far, far cry from the thumping $15.1 
million Dan River had banked in pros- 
perous 1948, the highwater mark of 
textile prosperity. That year a strong 
sellers’ market plumped out profits. 

Actually, however, most of these 
gains came not from Dan River’s own 
operations but from two textile out- 
fits Erwin bought last year. Some 
skeptics in the trade had doubted 
whether these purchases would do 
Dan River’s gossamer 4.2% profit 
margin any good. But if the new mills 
did not help Dan River’s margins per- 
ceptibly, they at least did not hurt 
them. Last year’s margin: an almost 
identical 4.4%. 

What did hurt was last year’s slack 
grey goods market. All the more so 
because Dan River’s new acquisitions, 
Alabama Mills (sales: $30 million) 
and Iselin-Jefferson (sales: $70 mil- 
lion), are primarily grey goods pro- 
ducers. Thus Erwin had wound up 
taking a belated plunge into grey 
goods production just when the mar- 
ket for grey goods was turning soft. 

Despite such handicaps, Dan River’s 
profits on its finishing operations im- 
proved enough last year to redress the 
balance. Nevertheless, Dan River’s 
statistical showing would have been 
quite different if Alabama Mills’ and 
Iselin-Jefferson’s business had not 
been consolidated for the last five 
months. Erwin, however, professes to 
be content. “After all,” says he, “we 
went into grey goods to give long- 
term balance to our original finished 
goods business, not to turn a quick 
profit.” Adds one of Erwin’s lieu- 
tenants:' “If money can be made in 
the textile business, by God we're 
gonna make it.” 


*Traded NYSE. Price range (1956-57): 
high, 173g; low, 104%. Dividend (1956): $1. 
Ini icated = payout: $1. Earnings per share 
(1956) A2. LS tal assets $139.7 million. 
Ticker a: 
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QUIZ KID ROSS: 
he knew all the answers 


ENTERPRISE 


MOPPET ON 
THE MARKET 


Answers to these questions 
won a young boy $64,000. 
Care to try? 





Leonarp Ross, 11, the pint-sized se- 
curity analyst from Tujunga, Calif., 
who parlayed a king-size knowledge 
of Wall Street into $100,000 in win- 
nings on NBC-TV’s The Big Sur- 
prise last year (Forses, April 1), last 
month proved that he was no mere 
financial flash-in-the-pan. On CBS- 
TV’s $64,000 Challenge, Quiz Wizard 
Ross reeled off the answers to a five- 
part stock market question (written 
by several Wall Street firms), walked 
off with top prize and the distinction 
of having won more money than any- 
one else in video quizdom—$164,001.* 

For $64,000, the young bull knew 
the answers to these questions: 

e In accordance with provisions of 
the Securities & Exchange Act of 
1933, what is a letter of investment? 

e Over a dozen corporations whose 
stock is listed on the New York Stock 
Exchange last year paid or declared 
dividends payable in the stock of oth- 
er companies. Name three such com- 
panies and name the stocks in which 
such dividends were paid. 

e The buying and selling of stocks 
and bonds is regulated by several 
governmental agencies. Which agen- 
cy regulates margin requirements 
and which restricts short selling? 

e The value of a stock often appre- 
ciates when a corporation receives 
governmental defense contracts. Name 
the three companies with the largest 


*Expert Ross earned the extra dollar (out 
of Quizmaster Mike Wallace’s pocket) when, 
on a courtesy call to Surprise, he rattled off 
— awe closing prices for eight different 
stocks. 


contracts from the Defense Depart- 
ment for the fiscal year which begins 
in July 1, 1957. 

e The stocks of some companies 
derive their nicknames from their 
ticker symbols. For example, SS. 
Kresge has the tape symbol KG and 
the nickname King George. What 
are the stocks and the symbols for: 
Teddy Roosevelt, Tough Guy, Knock- 
Out and Runs Batted In?+ 

Contestant Ross’ competitor was 
78-year-old Mrs. Alice Morgan of 
Bristol, R. L, authoress (The Invest- 
or’s Road Map) and sometime lectur- 
er on finance, who won $32,000 on the 
$64,000 Question. Neck-&-neck with 
Lennie on Challenge, Mrs. Morgan 
breezed through the first four parts of 
the $64,000 question, konked out on 
nicknames and symbols. 


STEEL 


ON THEIR METTLE 


For five years, the steelmak- 

ers have increased their basic 

capacity. But earnings have 
not always kept pace. 


Wirn any hope of further fast tax 
write-offs on new plant gone, U.S. 
steelmakers last month were taking 
a long look at the past as a key meas- 
ure of their future. The all-important 
question they pondered: left strictly 
on their own, how well would they be 
able to do the job? 

Of one thing there could be no 
doubt: that in the past five years the 
industry had accomplished a hercu- 
lean task. In all, the steelmakers had 
spent a staggering $4.8 billion to boost 
their basic steelmaking capacity a 
whopping 24.9 million tons. It had left 
them with plant capable of producing 
some 133.5 million tons of steel a year. 
By any yardstick, it was an impres- 
sive total and an impressive perform- 
ance. But it was also a highly uneven 
one (see table, page 24). 


tAnswers: 1) A letter stating that the pur- 
chase is for investment and not with a view 
to resale, thus sale need not be registered 
with SEC; 2) An eres of following: Argo 
Oil (Standard Oil of N.J. ); New York Cen- 
tral (U.S. Freight); Certain-teed Products 
ee Cypoum : Delaware, Lackawanna 
Western (New York, Chicago & St. Louis 
Railroad): Northeast Capital (Mack Truck); 
Butler Brothers (Cana -Randolph) ; Fore- 
most Dairies (Foremost E uipment & Fi- 
nance); Grayson-Robinson Stores (S. Klein 
Department Stores); Midwest Oil (Standard 
Oil of N.J.); Southern Production (Southern 
Natural Gas); Union Electric (Hevi-Duty); 
United Stores (McClellan Stores); Standard 
Oil of Indiana (Standard Oil of NJ. ); Mis- 
sion Corp. (Mission Development); 3) Fed- 
eral Reserve Board, SEC; 4) Boeing Air- 
craft, General Dynamics, United Aircraft; 
5) Texas Gulf Producing Co. (TR), Texas 
Gulf Sulphur (TG), Coca-Cola (KO), Reed 
Roller Bit Co. (RBI). 
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Steel Capacity 


GROWTH IN WHAT? 


For the steelmakers, increased capacity is 
one thing, growth in profits quite another. 





Steel Profits 





Millions of 
ingot tons* 1951-1956 
39.6 14% 
Bethlehem 20.5 22 
Republic 11.0 16 
Jones & Laughlin 6.6 20 
Youngstown 6.2 43 
National 6.2 22 
Armco 6.0 32 
Inland 5.5 47 
Colorado Fuel & Iron 2.8 39 
Wheeling 2.2 18 


*12/31/56 


Increase 


U. S. Steel 





Growth 
Ranking 


Earnings Increase 
in Millions* 1951-1956 
$347.9 89% 

161.4 52 

90.4 65 
45.1 46 
43.2 41 

52.5 16 

65.3 87 
53.0 54 
12.7 30 
17.7 2 


Growth 
Ranking 


NOR UNO@OUO 
CaF nvunowu- 
. 


— 








Rank & File. Though their lead nar- 
rowed, the Big Three Steelmakers of 
1952 were still the Big Three in 1956. 
With a combined capacity of 71.1 mil- 
lion tons, the Big Three—U.S. Steel, 
Bethlehem and Republic—had seen 
their share of the industry’s total ca- 
pacity shrink 2.9%. Likewise at the 
tail end of the file of Big Ten Steel- 
makers the same names appeared: 
Wheeling and Colorade Fuel & Iron 
had scored impressive growth, but it 
had not been anywhere near enough. 

Actually it was among the middle- 
ranking companies that the most spec- 
tacular and significant gains were 
scored. Of all the industry, it was 
Inland which scored the highest per- 
centage gain in capacity—a 47% 
boost. In all it added a thumping 1.75 
million tons to its capacity, a physical 
gain surpassed only by Youngstown 
among the middling-sized steelmak- 
ers, and of course by the Big Three. 
With 1.87 million tons of new capacity, 
Youngstown outsped both Armco and 
National, moved up from seventh to 
fifth spot in the industry. 

As the percentages showed, the 
middle five steelmakers had done 
more than their share of the job of 
providing new capacity for the steel- 
hungry economy. For the industry 
at large, the gain averaged 23%; for 
the Big Three, the boost in capacity 
worked out to a narrow 17%; but the 
middle five steelmakers raised their 
capacity no less than 31%. Even at 
that, Jones & Laughlin, National and 
Wheeling were stepping in slow time 
with the Big Three. The big gains 
were those of Youngstown, Armco 
and Inland in the middle ranks, Colo- 
rado Fuel & Iron in the rear guard. 

Pace & Profits. In these steel-hungry 
days, the measure of his service to the 
economy is clearly the pace at which 
a steelmaker has expanded his capac- 
ity. But the rewards were not always 
equal to the pains; added capacity has 
by no means produced a correspond- 
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ing increase in profit. As might be 
expected, such laggards in expansion 
as National and Wheeling also regis- 
tered the industry’s most dispirited 
growth in profits. But the fast-grow- 
ing middle group was nowhere near 
as successful in boosting profits as 
their growth in capacity might sug- 
gest. Inland, for one, expanded its 
plant more than twice as fast as did 
Bethlehem; but it managed to show 
only a 2% greater increase in earn- 
ings. Youngstown, whose expansion 
nearly equaled Inland’s, was even less 
successful. Against a 52% rise in 
Bethlehem’s net, Youngstown’s rose 
only 41%. Even Jones & Laughlin’s 
profit, up 46%, grew faster. 

Actually, the real spoils went to the 
cautious. Thus although U.S. Steel 
and Republic drew up the rear in per- 
centage increases in capacity, they 
nevertheless led the industry in trans- 
forming that growth into profit. Big 
Steel’s earnings shot up 89%, Repub- 
lic’s 65%. Another big gainer: Armco, 
the only middle-sized producer able 
to turn expanded capacity into great- 
ly expanded profits. Its net was up 
87%. 

Admittedly, good fortune played a 
big role in these divergent perform- 
ances. Deficit producers (i.e., those 
operating in areas which use more 
steel than is produced locally) such 
as Inland and Armco, easily ran circles 
around such surplus producers as 
Youngstown and Jones & Laughlin. 
But with profits at stake, good man- 
agement often made the critical diff- 
erence. Given its natural operating 
advantages, for instance, National 
might have been expected to have 
done markedly better than Jones & 
Laughlin. Whether management was 
to blame or not, it did not. 

With such imponderables at work, 
it was small wonder that steel execu- 
tives and stockholders alike last month 
were uneasily calculating the impact 
that the industry’s current expansion 


program is likely to have on future 
profits. If the past is any measure, 
one thing was sure: in expanded ca- 
pacity there was no sure promise of 
greater prosperity. 


APPAREL 


SNAGGED 


Caught in the textile slump, 
Talon’s profits have zipped 
away. 

AN ELEVATOR operator and a zipper 
manufacturer, so they say in Mead- 
ville, Pennsylvania, have one thing 

in common: their ups and downs. 

No one has a more rueful apprecia- 
tion of the old chestnut than dapper, 
mustached Lewis Walker. As presi- 
dent of Meadville’s Talon, Inc.,* 
world’s largest zipper maker (ac- 
counting for one third of U.S. zipper 
production), Walker recalls how the 
Government forced Talon out of 
“non-essential” zippers in 1942, only 
to have a black market grow up in 
zippers by 1944. 

Talon was again caught short in 
1952, when an anticipated Korean 
War shortage of zippers failed to ma- 
terialize and it had to slash prices. 
Result: Talon’s profit whizzed down 
from $2.85 per share in 1951 to 73c in 
1952. Inch by inch, Lew Walker tugged 
it up again, by 1955 was able to show 
earnings of $1.46 per share. He also 
had high hopes that two new items, 
his Magic Tab and Shu-Lok fasteners, 
would help boost earnings even 
higher. 

But in the volatile zipper business, 
what goes up must come down. Last 
year Talon’s fortunes were no ex- 
ception. Actually, the year started off 
well enough, with sales ahead of 
1955’s. But by midyear, textiles 
(especially working clothes) were 
acting up again; demand for zippers 
fell precipitously. Thus Walker un- 
expectedly had less revenue to offset 
high automation expenses for his 
Magic Tab and Shu-Lok ventures. 

Last month, in consequence, Walker 
had to face his stockholders with bad 
news. “Operations for 1956,” he told 
them, “were disappointing. Dollar 
volume during the last six months 
was the lowest in several years.” Re- 
sult: though Talon’s sales had dropped 
only 3%, its net dropped off a disas- 
trous 43% to 83c per share, its second 
worst showing in ten years. 


*Traded American Stock Exchange. Price 
78 


range (1956-57): high, 17%; low, 10%. Divi- 
dend (1956): $1. Indicated 1957 payout: $1. 
Earnings per share (1956): 83c. Total assets: 
$28 million. Ticker symbol: ZIP. 
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GOING OUR WAY? Up...up...up! 


That’s the way industrial development keeps going in 
the modern Southland. 


Look at the chart and see. Each year is bigger and 
better than the year before—and record-breaking 1956 
tops them all, with 423 industrial additions or expan- 
sions along Southern Railway System alone. 


If you, too, want to step up in the industrial world, 
come South and grow with the growing Southland. Here 
you'll find unique advantages and opportunities for 
industries of all kinds. The record proves it. Let our 
Industrial Development Department show you how the 
South’s many attractions to so many different industries 
can specifically benefit you. 


“Look Ahead —Look South!” 


Horry A, WA 


President 


SOUTHERN 


RAILWAY SYSTEM 


WASHINGTON, D.C. 








The Southern Serves the South 
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1953 1954 1955 1956 


INDUSTRIAL DEVELOPMENTS ALONG SOUTHERN RAILWAY SYSTEM 
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ANNUAL REPORT 





e In the fiscal year ended October 31, 1956, 
Continental Motors Corporation and consolidated 
subsidiaries, Wisconsin Motor Corporation and 
Gray Marine Motor Company, had net sales of 
$125,116,269, as compared with $145,465,155 
in 1955. 


e Net earnings for the year were $.49 per common 
share as against $.76 a share the previous year. 


e Curtailment of steel to Continental’s manufac- 
turing customers resulted in slowed engine deliv- 
ery schedules for a time during and after the 
nationwide steel strike. First quarter earnings 
were $.07 a share. Second quarter earnings 
doubled—to $.14 a share. 


e Continental Motors’ own earnings in the third 
quarter of 1956 were above those for the previous 
period. However, the Wisconsin Motor strike, 
starting in the first week of the third quarter and 
lasting into the fourth, resulted in a $9,260 deficit 
for the corporation as a whole. 


e Fourth quarter consolidated earnings rose to 
$.28 a share, as compared with $.21 for the first 
three quarters combined. 


e Biggest source of business in sight for 1957 is 
related to the mammoth highway building pro- 
gram approved by Congress last summer, calling 
for $100 billion in new roads over the next 13 
years. As a supplier of engines to leading manu- 





HIGHLIGHTS 


STATISTICS 





facturers of road building machinery and related 
equipment, Continental expects substantial busi- 
ness from this source. 


@ Military Division will continue to produce at 
profitable volume through 1957, subject of course 
to unforeseen changes in the defense policy. 


e Research and Development Division in Detroit is 
now staffed and equipped to make major contri- 
butions to the company’s products and profits. 


e The upturn in rural income evident late in 1956, 
after a prolonged slide, is among the more hope- 
ful signs for the new fiscal year. It will be felt in 
the sales of irrigation engines, as well as of 
power plants for manufacturing customers serv- 
ing the farm field. 


e As for some years past, there are more Gray 
Marine engines than any other make, in the 
inboard craft displayed at this year's boat shows. 


e The Continental MA-1A starter unit, improved 
version of the MA-1, will shortly be in production 
at CAE’s Toledo plant, under Air Force contract. 
CAE’s move of turbine production departments 
to Toledo is now virtually complete. Higher 
efficiency will result. 


e Continental Motors and its consolidated sub- 
sidiaries had a backlog of unfilled orders amount- 
ing to $80 million on Jan. 1, 1957. 





Fiscal Years 
Ended Oct. 31 


1956 


1955 


1954 


1953 


1952 





Engine output (horsepower) 


10,783,043 


13,876,317 


14,659,577 


23,073,000 


21,390,000 





Net sales 


$125,116,269 


$145,465,155 


$182,061,693 


$298 438,605 


$264,219,009 





Net earnings 


$1,604,924 


$2,502,287 


$4,542,748 


$6,023,812 


$6,126,021 





Net earnings per common share 


$0.49 


$0.76 


$1.38 


$1.83 


$1.85 





Dividends per share 


$0.25 


$0.70 


$0.80 


$0.80 


$0.60 





Current assets 


$59,262,735 


$58,115,700 


$67,362,396 


$104,895,088 


$106,074,697 





Current liabilities 


$28,304,638 


$27,553,219 


$35,667,076 


$72,618,572 


$76,692,367 





Net working capital 


$30,958,097 


$30,562,481 


$31,695,320 


$32,276,516 


$29,382,330 





Ratio of current assets 
to current liabilities 


2.1 to 1 


2.1 to 1 


1.9 tol 


1.4 tol 


1.4 to 1 





Long-term debt 


$2,760,000 


$3,040,000 


$3,320,000 


$3,600,000 


$3,880,000 





$16,547,581 


$17,219,239 


$16,654,419 


$14,085,545 





Property, plants and equipment (net) 
Stockholders’ equity 
Book value per common share 


$13,573,156 
$38,870,752 
$11.78 





$45,129,523 
$13.68 


$44,349,599 
$13.44 


$44,157,312 
$13.38 


$42,254,564 
$12.80 











ACT Ee ee eee 


MUSKEGON, MICHIGAN 
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ALUMINUM 


THE DOTTED LINE 


Hottest competition in alumi- 

num these days is the Detroit 

sweepstakes. Out in front with 
an early lead: Reynolds. 


In upstate New York, where the St. 
Lawrence River rushes down from 
Canada, the fat was in the fire last 
month. President Richard S. Rey- 
nolds Jr. of New York City’s Rey- 
nolds Metals Co.* was hot to start 
building an $88-million aluminum re- 
duction plant provided he could get 
power from the state’s St. Lawrence 
hydroelectric project. Opposing him 
were rural electric cooperatives and 
municipal companies who wanted the 
wattage themselves. Long after the 
New York Power Authority had giv- 
en Reynolds the nod, Governor Ave- 
rell Harriman’s pen hung hesitantly 
over the contract. 

Last month, with a big assist from 
General Motors’ Harlow H. Curtice, 
Dick Reynolds managed to get Har- 
riman’s pen down to the dotted line. 
Curtice notified the Governor that 
GM’s Chevrolet division would build 
a 213,000-square-foot aluminum cast- 
ing plant at Massena if it could buy 
metal from Reynolds’ proposed plant 
at Rooseveltown. “Several million dol- 
lars,’ Curtice cunningly suggested, 
“will be expended annually for raw 
materials, supplies, services and pay- 
rolls.” It was an invitation which 
few politicos could be expected to re- 
sist, and Harriman was no exception. 
He signed. 


Driving the Wedge. For aluminum 
men, the incident was of far more 
than mere local significance. Above 
all it meant that the aluminum indus- 
try had driven a strategic wedge deep 
into Detroit’s purchasing depart- 
ments, where lightweight aluminum 
seems near giving heavier steel its 
comeuppance. Last year only 35 
pounds of aluminum found their way 
into the average American car; yet in 
just five years this poundage had al- 
ready tripled. Now aluminum men 
expect the amount going into autos to 
top 50 pounds by 1960, ultimately soar 
as high as 300 pounds. 


For aluminum makers, this is no 
small victory. Lately their combined 
aluminum-making capacity has out- 
run demand by 10%. But if the auto- 
makers take to aluminum in a big 
way, it would probably mean a return 
to a seller’s market. Says Dick Rey- 


*Traded NYSE. Price ra tise) (1956-57) : 
high, 85; low, 454%. Dividend (1956): 65c. In- 
iT 1957 payout: 65c. Earnings per share 
(1056): $4.40 (est.). Tota! assets: 213 mil- 
lion. Ticker symbol: RLM. 
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nolds with palpable enthusiasm: 
“We're tremendously encouraged.” 

Dick Reynolds is far from being the 
only aluminum producer whose hopes 
are heavily pinned on Detroit. His 
big rival, Aluminum Co. of America, 
already has a big stake in supplying 
aluminum to truck trailer manufac- 
turers, and it also has a long-estab- 
lished smelting operation at Massena, 
where Chevrolet will build. Mean- 
while Kaiser Aluminum has been 
working overtime to develop an 
aluminum motor block which, if it 
were to be adopted by Detroit, would 
alone consume virtually all the alumi- 
num now being produced. 

At the moment, however, it is Dick 
Reynolds who leads the field in the 
Detroit sweepstakes. Last Septem- 
ber, Reynolds and Ford began con- 
struction of two neighboring plants in 
Listerhill, Ala., between which alumi- 
num will pass in molten form. To 
wrap up the deal, Reynolds has a con- 
tract to supply Ford with 640 million 
pounds of aluminum over the next 
ten years, the largest industrial order 
for aluminum in history. 


BUILDING MATERIALS 


HARD TIMES? 


While U.S. Gypsum’s lesser 

rivals expand, Big Gypsum 

is carefully husbanding its 
might. 





“ScRATCH a gypsum boss and you'll 
find an optimist,” runs an old saw 
popular with Wall Street cynics. Yet 
few industrialists since World War II 
have been able to justify optimism 
as readily as the producers of gyp- 
sum, the water-logged rock from 
which such staple building materials 
as plaster, wallboard and sheathing 
are made. Thanks to some of the 
lowest extraction costs in mining (2c 
per ton), gypsum produces some of 
the highest pretax profit margins 
(around 30%) in basic industry. 
Moreover, thanks to the postwar 
housing boom, demand for gypsum 
products has been constant and vo- 
racious. 

But by last year the bloom was off 
the rose. As tight money made home- 
building increasingly more difficult, 
gypsum products began to pile up in 
dealers’ storerooms. 

The Bifocal Effect. Such attacks not- 
withstanding, the building materials 
suppliers are a confident breed. If 
their estimates are right, they face 
palmy days indeed by 1960, when a 
record population will be clamoring 
for bigger and better houses. By 





CHANGING MOODS 

How, 
Coutious, cosh-conserving U.S with his 
Gypsum soft pedoled expan old coo 
sion from 1950 to 1954, despite 
rising soles. 


Bult Shover 
decided to ex 
pond boldly 
in 1955 
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U.S. Gypsum's cautious expansion has paid off in the 
past two years. Where ombitious expansion hos cut rival 
National's return on equity sharply, big Gypsum’s return 
has clung near 20%. 
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contrast, the present is anything but 
rosy: new housing starts have been 
steadily down in every month since 
September, 1955. Thus the building 
suppliers are subject to that peculiar 
business phenomenon one pundit has 
called the “bifocal effect.” When 
prospects near at hand grow dim, dis- 
tant pastures tend to appear ever 
greener. 

The $400-million gypsum industry 
has no greater immunity than any 
other to this characteristic business 
phenomenon. Recently, for example, 
Celotex Corp.’s Chairman Otis Man- 
sell told his stockholders: “Under pre- 
vailing conditions, we are faced with 
a prospect of reduced sales and earn- 
ings.” Yet he immediately went on 
to announce a 36% boost in Celotex’s 
capital outlays this year. Another 
rock-like optimist: National Gyp- 
sum’s Chairman Melvin Baker, who 
has acknowledged that higher costs 
had reduced his company’s net some 
20% to an estimated $3.70 per share 
last year. He too went right on to 
reaffirm his intention of spending $40 
million for expansion in 1957 and 
1958. Explained he: “The long-range 
outlook is excellent .. . fabulous... 
fantastic.” 

Cautious Ways. Not all the Gypsum 
generals, however, have succumbed 
to the bifocal effect. One outsized 
exception: U.S. Gypsum’s* doughty 
chairman, Clarence Shaver. When he 
addressed an overflow crowd of New 
York security analysts last month, 
nobody batted an eye when Shaver 
reported new highs in sales and earn- 
ings for Big Gypsum in 1956. But 


*Traded NYSE. Price range (1956- $2.20, 
high, 77; low, 5134. Dividend (1956) : 
Indicated 1957 payout: $2.50. ft. US 
share (1956): $5.15 fost.) _rotal assets: spe 
million. Ticker symbol: USG. 
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they began to stir when he said: “Our 
sales in 1957 have been inescapably 
affected by overbuilding and over- 
supply of gypsum.” When he added, 
“We are cutting back our capital ex- 
penditures from $28.4 million last 
year to $8 million this year,” they 
were visibly jolted. 

The conservative cut of U.S. Gyp- 
sum’s jib is no new thing, as anyone 
who recalls Sewell Avery, Big Gyp- 
sum’s boss for the 46 years from 1905 
to 1951, well knows. When in the 
slightest doubt about his company’s 
future prospects, Sewell Avery char- 
acteristically pulled in capital outlays 
like a turtle’s neck. 

Precious Coin. Despite occasional 
grumbling from less cautious stock- 
holders, Avery and Shaver after him 
have made such conservatism pay off. 
Ever since its founding in 1901 as a 
combine of 35 small companies, U.S. 
Gypsum has never lost a penny. Even 
in the abyss of the Depression, it 
never earned less than 12c on the 
dollar after taxes. Moreover, the 
cash-hoarding company has _ not 
needed even a short-term bank loan 
for 26 years, has not missed a divi- 
dend in 37 years. 

Highly centralized, tightly run, 
completely integrated from mine to 
market, the real secret of Big Gyp- 
sum’s success is the fanatical devo- 
tion of its executives and the messianic 
fervor of its salesmen. Gypsum’s top 
brass works overtime, knee-deep in 
paper, to cut costs a mere tenth of a 
cent per ton. Its crackerjack sales- 
men hammer away constantly at 
17,000 dealer accounts and important 
“trade factors”—architects, builders, 
plasterers, master carpenters. Thanks 
to such cost consciousness and hard 
selling, last month Shaver could 
boast: “Our breakeven point is cur- 
rently 30% of sales.” 


But for this remarkable statistic 
Shaver has paid a price. The rapid 
expansion of such relative newcomers 
in gypsum as National, Celotex and 
Bestwall have come at least partly at 
Big Gypsum’s expense. From neces- 
sity, all have expanded more boldly 
than U.S. Gypsum, which not only 
had a big headstart in gypsum pro- 
duction, but first pick of plant loca- 
tions and mines as well. Thus Big 
Gypsum, still the only American gyp- 
sum company with nationwide and 
Canadian distribution, had less need 
to expand. 

Nevertheless, it is an open secret 
that in Big Gypsum’s inner councils 
at 300 West Adams Street, Chicago, 
many are worried by Big Gypsum’s 
steadily declining share of the gyp- 
sum goods market. Once 90%, it is 
now 50%, and shows every sign of 
shrinking still further. Even at that, 
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however, it is still a big enough cut 
to get the attention of the Department 
of Justice’s antitrust division, a fact 
of which Shaver is acutely conscious. 
Now is Now. A onetime accountant 
and protege of Sewell Avery, Shaver 
is conscious of immediate realities, 
steadfastly refuses to overlook the 
overcast foreground to a rosy future. 
Right now he is frankly unwilling to 
risk overexpansion to meet upstart 
competitors, intends to wait out the 
current housing slump before he dips 
his hands again into Big Gypsum’s 
holy till. For stockholders, such pa- 
tience is not without its consolations. 
“Less outlay,” observes one laconic 
security analyst, “more dividends.” 


THOMPSON’S CRAWFORD: 
he tackles the others 


AUTO PARTS 


THOMPSON'S 
TROPHY 





Thompson Products’ 
parts may still be its bread & 
butter, but last year it was 
aircraft parts that brought 
home the bacon. 


auto 


“THERE was a time—and I shudder to 
think of it,” recalls Thompson Prod- 
ucts* Chairman Frederick Coolidge 
Crawford, “when 50% of our business 
depended on one good customer— 
Buick.” Thompson’s Crawford no 
longer gets the shudders. 

As the nation’s fifth biggest auto 
parts maker, Cleveland’s $205-million 
Thompson Products still has a mighty 
big stake in Detroit. From its rods and 
rings, pistons and pumps, and hun- 
dreds of other original auto parts, 
Thompson reaps 30% of sales. Another 
10% comes from high-margin replace- 


*Traded NYSE. Price range Mt ay! § high, 
80; low, 483¢. Dividends (1956): $1.40. Indi- 
cated 1957 5B i $1.40. Earnings per share 
(1956) : 9 assets: § million. 
Ticker e— & 


ment parts. “It’s a strange market,” 
says Chairman Crawford of his “bread 
& butter” replacement business. “You 
can’t force sales. A fellow doesn’t be- 
come a customer for a $3 piston until 
one in his car breaks, but then he’s 
a surefire sale. Even if he can’t buy 
groceries, he’s going to buy that $3 
part to protect his $2,000 auto invest- 
ment.” 


High on the Hog. But unlike the 
parts-buying motorist, Thompson 
Products also likes its groceries. Thus 
last year, while auto parts were once 
more the bread & butter on Thomp- 
son’s table, it was aircraft parts that 
provided the bacon. Rounding the 
third quarter, however, with Detroit 
production slumping, Thompson 
looked to be only a so-so also ran. It 
had earned only $2.67 a share com- 
pared with $3.20 at the end of 1955's 
nine months. Then, suddenly, like 
many a speed demon who has soared 
off with the National Air Races’ 
Thompson Trophy, Thompson gunned 
into high gear. Aircraft orders for 
components, assemblies and systems 
flooded in, and versatile Thompson 
chalked up $1.93 a share for the fourth 
quarter vs. 83c in the final quarters 
of 1955. 

Reporting for the year last month, 
Chairman Crawford and President 
John David Wright showed off their 
own Thompson Trophy: sales of $306.5 
million, $20 million more than in 1955 
and second only to 1953’s $326 million. 
Even more rewarding: Thompson’s 
earnings, which hit $4.60 a share, the 
best showing in the partmakers’ 56- 
year history. 


The Others. “Anybody can make the 
easy things,” goes a time-honored 
Thompson axiom. “We tackle the 
others.” In tackling the others, 
Thompson last year spent a record 
$21 million to beef up its plant and 
property. As a result working capital 
slipped $13.7 million (on hand at 
year’s end: $36 million), forcing 
Thompson to dip into its V-loan 
agreement and increase borrowings 
from $12 million to $55 million. But 
the tremendous capital outlay had its 
desired effect: Thompson’s net worth 
soared from $88.4 million to $97.6 
million. Its improved facilities not 
only cut manufacturing costs, but per- 
mitted Thompson to hold the price 
line on its aircraft products. 

Never one to let his motor idle, 
Thompson’s Crawford plans to spend 
another $26.5 million on new expan- 
sion projects this year. With Detroit 
coming out of its production doldrums 
and with orders for aircraft and 
missile work greater “than in any 
12-month period in our history,” he 
looks to “new records” in both sales 
and earnings in the present year. 
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INDUSTRIAL AND 
COMMERCIAL INCOME 
(Wages & Salaries) 





BILLIONS OF DOLLARS 


FARM INCOME 


Upper Midwest industry income 
four times farm income 


In 1955 the wages and salaries of individuals involved 
in industrial and commercial work was 6 billion dollars 
or four times the net farm income for that year. 

These figures illustrate how the Upper Midwest— 
once considered primarily an agricultural region—has 
developed its industrial and business potentials. 

The business and industry of the area is characterized 


by a sound and diversified economy less sensitive to 
market fluctuations than other parts of the country. 
NSP has grown to keep pace with the Upper Midwest. 
For 23 years we have marked an increase in revenues 
every year—in 1956 reaching $139 million. 
Ask your secretary to write for our annual report 
(1956 report available after March 30, 1957). 


NORTHERN STATES RS POWER COMPANY 


Minneapolis 2, Minnesota 


Serving a thriving area in Minnesota, Wisconsin and the Dakotas with electricity and gas. 
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CLARK 


EQUIPMENT 


mee. ow. mm 4 


The Company has mailed to all shareholders as of 
February 13, 1957, a preliminary report containing the 
financial statements for the year ended December 31, 
1956. The financial report and operating particulars 
presented here in condensed form have been prepared by 
the company from the more detailed financia} statements 
certified by the company’s public accountants, Price 
Waterhouse & Co. Copies of the preliminary report to 
shareholders are available upon request sent to the 
Secretary at the home office of the company at 
Buchanan, Michigan. 


CLARK_EQUIPMENT COMPANY 


LE 
— “ 
President 


DECEMBER 31, 1956 


Condensed Financial Report 


SALES, INCOME, AND OTHER PARTICULARS 
FOR THE CALENDAR -YEARS 1956 AND 1955 
1956 1955 
$145,384,923 $131,252,441 


Income before federal income tax. .$ 18,401,357 $ 19,285,626 
Provision for federal income tax... 9,000,000 9,750,000 


NET INCOME for the year......$ 9,401,357 $ 9,535,626 
DIVIDENDS PAID IN CASH: 


Common stock—$2.125 per share 
in 1956 and $1.875 per share in 


NET SALES 

















4,829,180 $ 4,197,229 
65,126 76,045 


TOTAL DIVIDENDS.......$ 4,894,306 $ 4,273,274 
EARNINGS—per share of common 


stock outstanding (after dividends 
paid to puelned shareholders) . . $4.11 $4.23 











Balance Sheet - December 31, 1956 


ASSETS 
CURRENT ASSETS: 


Accounts receivable 
Inventories—at lower of cost or 


16,140,349 


43,238,370 
Prepaid expenses. 395,862 $ 70,464,266 


INVESTMENTS 6,909,262 


LAND, BUILDINGS 
AND EQUIPMENT..... 
Less— Depreciation 


..$ 44,882,479 
16,739,316 28,143,163 


$105,516,691 





LIABILITIES 


CURRENT LIABILITIES $ 30,712,939 
LONG TERM NOTES PAYABLE 21,000,000 
CAPITAL STOCK AND 
RETAINED EARNINGS: 
Preferred 5% cumulative—par 
value $100 per share (12,934 
shares) $ 1,293,400 
Common—par value $15 per share 
34,095,150 


(2,273,010 shares) 

Earnings retained and used in the 
i 17,976,295 

Retained earnings of finance sub- 
sidiaries not consolidated 465,955 
$ 53,830,800 

Less—Cost of 1,288 common 
shares held in treasury....... 27,048 53,803,752 


$105,516,691 





CLARK EQUIPMENT COMPANY 


Buchanan, Battie Creek, 
Benton Harbor, Jackson, Michigan 
St. Thomas, Ontario, Canada 
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(bars to right) fell. 


PROFILE OF 1956 Despite the midsummer steel strike, railroad 


carloadings last year (colored line) came 
within a hair breadth of the 1953 record (black line). Paradoxically, revenue per car was higher 
(bars to left), thanks to higher freight rates; but, with operating expenses skyrocketing, profits 
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RAILROADS 


ROBBING PETER 


W orried as they are, railroad 
men are probably not worry- 
ing half enough. Reason: 
their profits are actually far 
lower than they seem. 





Everysopy connected with the nation’s 
railroads had something to worry 
about last month as the industry’s 
earnings reports rolled in. For in- 
vestors, it was the steady downhill 
progress of the Dow Jones rail aver- 
ages. For the railroaders themselves, 
it was the dreary reiteration of the 
same old tune: revenues up, earnings 
down. 

It came in endless variations. Over- 
all, the industry’s tills rang up 5% 
higher revenues. But at year’s end 
their cash drawers held 5.6% less 
profit. With the monotonous regu- 
larity of a medieval chant, railroad 
presidents cited the same causes of 
their woes: the mid-summer steel 
strike, rising payroll and material 
costs. 

Particularly hard put to hold earn- 
ings at anything like their 1955 levels 
were the normally prosperous south- 
ern and western roads. By and large, 
local rate-making commissions had 
failed to follow through on increases 
already allowed by the industry’s 
federal watchdog, the Interstate Com- 
merce Commission. Far better off 
were the coal-carrying Pocahontas 
roads which, thanks to the boom in 
export coal, easily scored the indus- 
try’s best regional performances, rate 
increases or no. 


ForBES, MARCH 1, 1957 


Apr. ' May ' June Tuly Aug. ' Sept. 


False Front. Quite visibly, railroad 
brass were worried; their chorus of 
pleas for higher rates was clear 
enough evidence of that. But there 
was also good reason to think that 
they were not worried half enough. 
For poor as the industry’s 1956 profits 
were, they were actually far lower 
than they seemed. 

What was left out of last month’s 
reports was a long-hidden fact: the 
railroads’ increasing dependence on 
fast amortization credits to show any 
profit at all. Without such credits, the 
railroads’ earnings last year would 
have been something like $200 million 
less. 

Rapid amortization credits first 
showed up in the railroads’ accounts 
in 1952, and they have been having 
a mounting impact on the roads’ 
profits ever since. In all, by 1955 the 
Office of Defense Mobilization had 
authorized fast write-offs on some $4 
billion worth of new equipment, 
thereby allowing the railroads to de- 
preciate the cost over a period of five 
years instead of the normal twenty or 
thirty years. This year such credits 
should reach their peak, and by 1961 
they will probably have vanished 
altogether. 

As a result, an immense false front 
has been placed on industry profits. 
This is how it works. Suppose a car- 
rier like the Pennsylvania places a 
$10 million freight car order. Nor- 
mally the ODM would grant rapid 
amortization on 85% of the cost, 
thereby allowing this sum to be de- 
preciated over just five years, the $1.5 
million balance over 35 years. During 
the first five years, therefore, the road 
writes off $1.7 million a year in fast 
amortization, and credits another 


Oct. 


Nov. ' Dec. 1953 1956 


$42,857 to its regular 35-year depre- 
ciation account. Altogether it thus has 
depreciation credits for the year of 
$1,742,857, instead of the $285,700 it 
would have posted uider normal pro- 
cedure. Its taxable income thus is 
reduced by $1,457,157 more than 
would normally be the case, and its 
reported profits are enhanced by a 
corresponding amount. 

Of course, there is another side to 
this welcome coin: in paying a pres- 
ent Paul, the railroads are robbing a 
distant Peter. Rapid amortization 
merely defers payment of normal 
taxes; it does not forgive them. When 
the first five years have run out, the 
carrier’s allowable depreciation drops 
to $42,857 a year instead of the normal 
$285,700, with the difference subject 
to taxes. 

No Shelter. If, like most other in- 
dustries, the railroads had set aside 
special reserves with which to pay 
these deferred taxes, there would be 
little enough cause for alarm. But, 
with the exception of the Bangor & 
Aroostook, they have erected no such 
bookkeeping shelter. Instead they 
have taken advantage of an ICC order 
that, in effect, adds the entire amount 
to reported net profit. 

As a result, ever since 1952 the 
railroads’ real earnings have been 
considerably lower than appeared 
(see table, page 32). Moreover, many 
railroads have been using tomorrow’s 
tax money to pay today’s dividends. 
Ultimately, of course, they will have 
to pay the piper. 

Such profligacy is by no means 
rare. But for rapid amortization cred- 
its last year, such roads as the Erie, 
the Gulf, Mobile & Ohio, the Seaboard, 
the Southern Pacific and the Pennsyl- 
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vania would have kad _ insufficient 
earnings to pay their dividends. More- 
over, other roads like the Santa Fe, 
the Atlantic Coast Line and the Read- 
ing, which did earn their dividends 
apart from such credits, did so by a 
far from comfortable margin. 

All this left many a railroad treas- 
urer in a moral dilemma, and many 
met it by reporting to stockholders not 
the full amount of the rapid amortiza- 
tion “savings,” but merely the amount 
of deferred taxes (i.e., 52%). It was 
more realistic than the ICC-approved 
practice, but was still immensely mis- 
leading. There were also some roads 
(e.g., the North Western and the New 
Haven) which declined to take ad- 
vantage of rapid amortization entirely. 
But they did so not out of any re- 
markable fiscal conservatism, but 
simply because they saw _ greater 
benefits in applying current tax losses 
to possible future earnings. 

No Exit. Alarmed by such distor- 
tions of real income, a year and a half 
ago a leading firm of independent ac- 
countants, Arthur Anderson & Co., 
petitioned the ICC to reconsider its 
ruling covering fast tax write-offs. 
But the ICC stood firm, last Decem- 
ber decreed that “it would be dis- 





Revenues % Net 
(millions) Change fit 


INFLATED EARNINGS 


When the railroads’ amortization credits are treat- 
ed as they would be by other U.S. corporations, 
their 1956 performance is less bright than it seemed: 


% Reported 
Change Earnings /Share 


ruptive to change accounting prac- 
tices now.” Disruptive yes, the ac- 
countants agreed; but not as dis- 
ruptive “as the degree to which the 
investing public is being misled.” 

Thus there is no exit from the pres- 
ent state of things, and few railroad 
men seem to want any. Many were 
counting on the natural growth of the 
economy to fill the gap in earnings 
when fast tax write-offs expire. 
Others claimed that rapid amortization 
was keeping traffic on the rails, be- 
cause it helped the railroads hold the 
line on rates. (This, of course, was a 
two-edged argument.) But a slim 
minority were frankly worried, fore- 
saw a rapid collapse in railroad profits 
if the economy suffered any minor set- 
back after 1961. 

The Bright Side. Most railroad presi- 
dents, however, prefer to look on the 
bright side and defer their worrying 
along with their tax-paying. They 
stress that rapid amortization has been 
a lifesaver, providing cash just when 
the industry most needed it to con- 
vert to diesels and modernize its 
freight car fleet. What of tomorrow? 
“Just think,” replied one railroad 
president hopefully last week, “where 
we'll be if they lower the tax rate!” 
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CHEMICALS 


CONFIDENT 


Airco’s John Hill feels cer- 
tain his company’s impres- 
sive 1956 upswing was no 
mere flash-in-the-pan. So cer- 
tain, indeed, that he plans 
record expansion spending 


for 1957. 


Wuen John A. Hill, corporation at- 
torney and onetime All-American 
football player, became president of 
the Air Reduction Co., Inc.* in 1948— 
and for several years thereafter—the 
company had only one notable dis- 
tinction: its sales and profits were 
remarkably steady. As the U.S.’ sec- 
ond largest producer of the industrial 
gases used in welding and metal cut- 
ting, Airco’s profits per share fluctu- 
ated only slightly between $2.08 of 
1947 and the $3.21 of 1955. But the 
stability had all the earmarks of stag- 
nation. Though sales of its industrial 
gas, carbon dioxide and medical gases 
rose slowly, profits were hardly 
higher than they had been in the 
Thirties. 

Gas vs. Liquid. Stability was not 
what John Hill was looking for. He 
persuaded directors to pour large 
sums into Air Reduction’s plant, the 
net investment in which had re- 
mained virtually unchanged in the 
late Forties. One of Airco’s worst 
handicaps was the fact that it had 
continued to manufacture and ship 
most of its production in gas cylinders 
from a large number of small plants. 
Its bigger competitor, the Linde Air 
Products division of Union Carbide, 
concentrated on liquid oxygen, was 
able to ship from three to ten times 
as much product in the same space. 

Hill set about changing all this. He 
built liquid oxygen plants at Buffalo, 
N. Y., Butler, Pa. and Riverton, N. J., 
broke ground for two others at Los 
Angeles and Chicago. His aim: to 
raise liquid oxygen production to a 
full 50% of his capacity. He also 
built a huge acetylene plant at Cal- 
vert City, Kentucky to turn familiar 
acetylene into calcium carbide for the 
chemical industry. 

Between 1951 and 1956, Hill sank 
$100 million into expansion and plant 
improvements. But all the while he 
was well aware that he was raising 
Airco’s overhead and thus reducing 
its ability to ride unruffled through 
economic squalls. “We won’t look as 
good in bad times as we used to,” 


*Traded NYSE. Price range (1956-57) : high, 
52; low, 363g. Dividend (1 ): $1.90 Indicated 
1957 payout: $2. Earnings r share (1956): 
a assets: $151 million. Ticker sym- 

ol: 4 
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warned he, “but we’ll look a lot better 
in good times.” 

Rocky Road. Hill soon found the ex- 
pansion road strewn with rocks. 
Though sales rose $25 million between 
1950 and 1954, net profits declined 
from $8.6 million to $6.3 million. 
Overhead was rising faster than sales. 
Depreciation charges alone zoomed 
from around $4 million in 1950 to al- 
most $10 million last year. To make 
matters worse, the steady conversion 
of a preferred issue into common 
stock meant that there were more 
mouths to be fed out of the smaller 
profits. 

It was not until 1955 that Airco was 
at last able to beat its 1950 profit 
mark, but even then the $3-million 
increase in profits seemed dangerous- 
ly small in relation to Airco’s free- 
handed spending on new plants. 

Here to Stay? Last month, however, 
it was apparent that Hill’s dogged ex- 
pansion program finally had paid off 
in 1956’s industrial boom. Airco’s 
expanded plants were able to raise 
sales 14% to a new high of $170 mil- 
lion, Hill announced. Profits, how- 
ever, were the really big news. They 
soared more than 35% to $15.7 mil- 
lion, equal to $4.32 a common share. 
For the first time in years, Airco had 
turned in a pretax operating profit 
margin (nearly 25c on the sales dol- 
lar) that was up to snuff for a chem- 
ical company. The triumph was all 
the sweeter for John Hill in that 1956 
had been a year in which many 
chemical companies, Monsanto, Dow 
and Allied Chemical among them, had 
ended the year with higher sales but 
lower profits. 

Not every Wall Streeter was yet 
ready to concede that Hill’s Airco had 
really turned the long-delayed cor- 
ner. After all, 1956 had been a boom 
year, especially for the metalworking 
industries that buy more than half of 
Airco’s output, and Airco had been on 
hand with the capacity to meet the 
demand. In 1957, however, Airco’s 
competitor, Linde Air Products, plans 
to bring new capacity into operation 
and competition should heat up. Then 
too, had not Hill himself warned that 
Airco could not expect to remain as 
steady in slow years as it formerly 
had? 

Necessary Risks. John Hill stoutly 
maintains that no such slowdown is 
in sight for Airco. He points out that 
the company is dependent on no sin- 
gle industry, not even steel, and that 
only a general economic slowdown 
could seriously hurt it. 

“The gains which Airco has made,” 
said he recently, “are real gains and 
point to increased expansion in the 
future.” For 1957, he added, he ex- 
pected Airco’s sales to rise around 
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Net Profi Margin 
MIGHTY MITE 


It pays to specialize, as smallish drug- 
moking G. D. Searle has amply 
proven. Thanks to a few lively prod- 
ucts, Searle regularly boasts far 
wider profit margins than its bigger, 
brooder-lined rivals. 





r G. D. Searle | 
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15% to some $190 million, profits 
about 25% to some $19 million. 

To prove he really believed what he 
predicted, Hill went on to announce 
that Airco would spend a record $20 
million for additional plant capacity 
in 1957. Says he: “We know we're 
taking risks but no business of any 
worth can afford not to.” 


DRUGS 


WUNDERKIND 


An ambitious reach is one 
thing, a firm grasp on oppor- 
tunity another. With that 
philosophy, smallish G. D. 
Searle has concocted an un- 


rivaled formula for profit. 


IN JUST seven years as a publicly- 
owned company, G.D. Searle & Co.* 
of Skokie, Illinois has made a name 
for itself as the Wunderkind of the 
ethical drug industry. Never in that 
time have its operating profit margins 
fallen below 50%, a level which only 
competitor Chas. Pfizer, which scored 
a 42% margin in 1951, has approached 
in recent years. In twenty years, G. 
D. Searle’s sales have risen a whop- 
ping 2,400%, its earnings a phenom- 
enal 6,000%. 

Last month G.D. Searle (rhymes 


*Traded over-the-counter. 
ee bi high, 5244; low, 3414. Dividend 
1956): $1. Indicat 1957 payout: $1. Earn- 
af’ per share (1956): $1.50. Total assets: 
4 million. 


Price range 


with pearl) was still hanging on hard 
to its unusual reputation. With a 
quiet flourish, President John Gideon 
Searle announced that the little drug- 
maker’s sales were up another 8% to 
$28.2 million, a new high, and net 
earnings up 7% to a record $6.6 mil- 
lion. 

A Different Formula. As drugmakers 
go, G.D. Searle is not large. Only 
seventh in size among the drugmak- 
ers, Searle’s sales last year were 21% 
of Parke, Davis’, only 16% of Pfizer’s. 
But its operating profit margins have 
regularly been by far the widest 
among the eight largest drugmakers. 
Yet G.D. Searle remains small ir size 
by choice. Explains Jack Searle: 
“We could increase our volume 20% 
if we distributed our products direct- 
ly to retail druggists from branch of- 
fices as most drug manufacturers do. 
But if we did, we would knock down 
our profit margins.” 

Instead of trying to compete with 
its bigger rivals in a broad line of 
drugs, G.D. Searle has hewed to a 
straight and narrow path. Its entire 
line comprises only 24 drugs, only one 
of which, Dramamine, a _ motion 
sickness remedy, is widely known. 
The rest are specialized items whose 
names ring a bell almost exclusively 
in the medical profession. Items: 
Mictine, an oral diuretic used in heart 
ailments; Nilevar, used to rebuild 
body tissue wasted by disease or sur- 
gery; Banthine, used to treat peptic 
ulcers. 

Prescription for Profit. G.D. Searle’s 
narrow specialization is no accident. 
Soon after he took over as boss of the 
family drug business in 1936 (G.D. 
Searle is still 65% family-owned), 
Jack Searle realized that he had to 
supply in brains what the company 
lacked in heft if it was to survive and 
prosper. Then Jack Searle was struck 
by a peculiar set of facts. Since 1910 
the average American’s life expectan- 
cy had lengthened from 50 to 62 years 
(it is now over 70). But if the aver- 
age citizen lived longer, Searle rea- 
soned, degenerative diseases, worn- 
out hearts and laggard livers would 
gradually become national problems. 
With that reasoning to start from, 
Jack Searle soon had put his com- 
pany in on the ground floor of a flour- 
ishing new specialty: geriatric drugs. 

Jack Searle’s formula has paid off 
handsomely, first for the family and 
later for the investing public, who 
were offered the first G.D. Searle 
stock in 1950 at $6.33 (adjusted for 
subsequent splits). By last year 
Searle stock had hit a high of $52.50, 
an 800% rise. Says Jack Searle with 
evident satisfaction in his formula: 
“We like things the way they are. It’s 
been successful so far, and I see no 
reason to change our basic pattern.” 
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VARIETY CHAINS 


LIFESAVER? 


By moving their cash regis- 

ters, the hard-pressed variety 

chains hope to make them 

jingle more loudly and more 
often. 





Nowapays variety stores so resem- 
ble supermarkets that many a cus- 
tomer has to take another lool: at the 
red front to make sure he has not 
wandered into the A&P by mistake. 
He can hardly be blamed for his con- 
fusion. Replete with batteries of 
checkout counters and_ telescoped 
rows of shopping carts, every fourth 
store of the nation’s five biggest va- 
riety chains is a supermarket in itself. 
Yet only three years ago, less than 
one store in 30 was a self-service 
operation. 

This dramatic change has not come 
about merely to save wear & tear on 
tired clerks’ arches. Actually, it has 
been a matter of sheer survival for 
the luckless, competition-ridden va- 
riety chains, whose profits have stead- 
ily declined. For example, F.W. 
Woolworth Co., giant of the five-and- 
dime business, pocketed $43 million 
in 1948; but by 1954, though its sales 
had climbed by nearly $100 million, 
the same pocket held less than $30 
million. 

Why Not? Thus the chains’ chiefs 
soon began asking themselves a good 
question: If self-service could boost 
sales and profits for food supermar- 
kets, why should it not do as much 
for five-and-dime stores? No reason 
at all, concluded Woolworth’s brass. 
Thus in 1952 Woolworth began a 
forced march to put itself at the head 
of the self-service parade. By the 
end of 1953, Woolworth’s President 
James Adolf Leftwich was able to 
count 91 self-service units among his 
1,981 stores. Three years later check- 
out counters had been installed in 
some 620 of Woolworth’s 2,100 stores, 
and this year virtually all new Wool- 
worth stores will be self-service oper- 
ations. With good reason: a well- 
run Woolworth store converted to 
self-service, Leftwich has _ found, 
boosts its sales 5%, its profits 10% 
and its working space 30%. He means 
to capitalize on this to the full. 

Not at all so bullish on self-service 
as Leftwich, has been S.S. Kresge’s 
Franklin P. Williams. Three years 
ago only 16 of his 692 stores were 
self-service units, and Williams ex- 
pressed himself as believing that this 
was “insufficient experience” on 
which to judge how far to go with 
self-service. 
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SELF-SERVICE TREND——, 


In hopes of bolstering lagging 
profits, the five & dime chains are 
rapidly converting their stores to 
self-service. 


Total No. Self-Service = 


Chain of Stores 1956 1953 
Woolworth 2,100 620 91 
Kresge 676 158 16 
Murphy 309 5 0 
Newberry 477 90* 19* 
Kress 260 26 0 


*Estimate; exact number not available. 











Since then he has found out, now 
figures that self-service adds 1% to 
2% to a store’s net profits on sheer 
payroll savings alone. Thus by last 
year 158 of Kresge’s 676 stores were 
featuring self-service, and by the end 
of this year Williams expects that 
over half of his stores wil! have 
checkout counters. 

Yes, But. The only conspicuous lag- 
gard in do-it-yourself shopping is 
G.C. Murphy Co., third largest five- 
and-dime combine. Admits one Mur- 
phy executive: “I guess we have sort 
of dragged our heels.” Only in 1955 
did Murphy get around to opening its 
first self-service unit “on an experi- 
mental basis,” and it is still experi- 
menting. So far only five of the 
chain’s 309 stores have been converted 
to self-service. Murphy’s President 
James S. Mack professes to believe 
that self-service “definitely has a 
place in modern retailing.” How 
many more self-service stores will 
Murphy add this year? Murphy’s 
president’s answer: “None.” 

Steering a cautious middle course 
has been J.J. Newberry, the fourth- 
ranking variety chain. In 1953, about 
19 of its 476 stores were self-service 
units; last year around 90 had check- 
out counters. Says Newberry’s Presi- 
dent John E. Nelson of them: “Very 
satisfactory.” But Newberry’s main 
effort appears to be directed not at 
self-service but toward large new 
stores in shopping centers, featuring 
the higher-priced merchandise that 
would qualify them as “variety de- 
partment stores.” 

Like Murphy, fifth-ranking S.H. 
Kress & Co. ventured tentatively into 
self-service only in 1955. By the end 
of last year only 26 of its 260 stores 
were checkout counter operations. 
How satisfied are Kress’ brass with 
the results? Replies Treasurer C.M. 
Funk: “Absolutely.” Will Kress pick 
up the pace in converting its stores 
to self-service? Funk does not give 
a direct reply. He prefers to answer 
thus: “What we have done since 1955 
speaks for itself.” 
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NATURAL GAS 


CLOGGED PIPE 


In corporate growth, United 
Gas is a leader and a laggard 
all at once. 





Few men in the rough & tumble nat- 
ural gas business have been able to 
make sales grow as fast as 66-year- 
old Norris Cochran McGowen. He is 
president of United Gas Corp.,* the 
U.S.’ second largest (after New York’s 
Columbia Gas System) integrated gas 
firm in volume. United’s motto is 
“Serving the Gulf South,” and in pur- 
suit of this aim McGowen operates 
some 8,200 miles of pipeline extending 
from his Shreveport (La.) headquar- 
ters as far east as Pensacola (Fla.), 
south to New Orleans, and west to 
San Antonio and Dallas. This com- 
pact network, which neatly ties to- 
gether production, transportation and 
distribution, has made United’s rev- 
enues rise 80% faster over the last 
decade than the industry average. 
Bugaboo. Making United’s profits 
grow has been less easy. Thus last 
month it was no surprise when Norris 
McGowen, in a preliminary annual 
report, estimated 1956 sales at $272.9 
million, a 13.8% gain. But there was 


*Traded NYSE. Price range 


(1956-57) : 
high, 35; low 281%. 


: Dividend (1956): $1.50. 
Indicated 1957 payout: $1.50. Earnings per 
share (1956): $2.28. Total assets: $634.6 mil- 
lion. Ticker symbol: UGC. 
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166.000 hearrel<c in 1955. 
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a rarer piece of news as well for 
United’s 50,000 stockholders: net in- 
come was also up 12.4%, to $29.4 mil- 
lion. At least four other companies 
—Columbia Gas, American Natural 
Gas, Consolidated Natural Gas and 
Peoples Gas Light & Coke—were ex- 
pected to turn in bigger year-to-year 
increases. But for United it was a 
banner showing, its best since 1953. 


McGowen’s bugaboo has been fast | 


rising costs. Since 1944, when he 
took over United, McGowen has ex- 
panded his sales 339%. But his oper- 
ating expenses (including taxes and 
depreciation) have risen even faster 
—362%. Thus United’s gain in net 


was cut to 216%. McGowen attempted | 


to counter this trend in 1951 and 1952 
by spending a record $220 million on 
expansion, $180 million of it for pipe- 
line. The next year United’s @arnings 
shot up 40% (to $25.7 million) on a 
32% sales rise (to $209.2 million). 

But from that point on, every addi- 
tional dollar United brough*t in some- 
how seemed to wind up in the ex- 
pense column. From 1953 to 1955, 
when sales rose $30 million, net ad- 
vanced only $500,000. Last year Mc- 
Gowen was granted long-sought rate 
increases by the Federal Power Com- 
mission (one of which will produce 
$10 million annually, has been in ef- 
fect since April; another, which will 
add $5.6 million to United’s take, since 
November). Yet for all of this, United 
earned just $3.2 million more profit on 
an additional $41 million in revenues. 
Moreover, even these rate increases 
are still being reviewed and are sub- 
ject to refund. 

“Regulatory Lag.’ Where were the 
burdensome expenses coming from? 
For one thing, the price of gas at 
well-head is spiraling rapidly upward. 
So is United’s customer load. Inevit- 
ably this widens the gap between the 
amount it produces and the amount 
it must buy. In the early 1940s, 
United produced half of its gas; today 
more than 80% comes from outsiders. 
Yet as a regulated transporter and 
distributor, United must get permis- 
sion from the FPC and state public 
service commissions before it can 
hike its rates commensurately. 

“The distribution part of our busi- 
ness has concerned us for some 
years,” complains McGowen. “Our 
investment in mains and services has 
been steadily increasing, but we have 
been unable, due to lags in the reg- 
ulatory process, to obtain prompt ap- 
proval for rates which would give us 
an adequate return.” 

While McGowen waited, he was 
keeping his dividends high. Against 
an average 62% of earnings paid out 
in former years, United distributed 
74% in 1955, 66% last year. 
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The suit that fits Smith 
—might not fit Jones 


An organization looking for a new plant site has certain 
requirements in mind having to do with factors such as 
materials, labor, utilities, and so on. But—a site “made to 
order” for one company might fall short of suiting another. 
That’s why we suggest you give consideration to the 
“Union Pacific West.” In such a vast area it’s practically a 
certainty you will find a location to fit your specific needs. 
There’s one sure thing. Any site on or near Union Pacific 
trackage has one of America’s finest transportation services 
at its doorstep. 
. >. 7. . 

For complete and confidential plant site information, 
phone your nearest U.P. representative or contact us direct. 


INDUSTRIAL DEVELOPMENT DEPARTMENT 


UNION PACIFIC RAILROAD 


Omaha 2, Nebr. 






The "Union Pacific West” 


BREWERS 


AMBER PARADOX 


Despite some drastic market- 

ing maneuvers, most beer 

producers are still over a 
barrel. 


In a poetic toast to a stein of beer, 
Bert Piel, the bombastic, barrel- 
shaped beer baron (who with his 
softspoken fictional brother Harry 
lauds Brooklyn’s privately owned 
Piel Bros. beer in TV commercials), 
recites: “A pristine glass of . . . beer 
am I. A host of wondrous things 
create the goodness in me . . . You 
see, I am an amber paradox—what- 
ever that means.” 

The nation’s brewers last month 
could share Bert Piel’s bewilderment. 
Though they managed last year to 
roll out 84.3 million barrels of beer, 
it was only a trickling improvement 
over 1955’s 84.25 million barrels and 
certainly several steins shy of 1953’s 
record 85.23 million barrels. Even 
more paradoxical to brewers was the 
fact that “the beverage of modera- 
tion” is losing its appeal. U.S. per 
capita consumption, a frothy 18 gal- 
lons in 1954, had slipped to 15.9 gallons 
in 1955 and, for all the sales increase, 
down again last year to an estimated 
15.7 gallons. 

Ailing Ale. Concludes one Wall 
Streeter: “The beer business is a big 
business with big problems.” What 
ails the ale and beermakers, whose 
numbers have dwindled from 310 to 
281 in the last three years? Basically, 
consumption has stabilized, but costs 
(malt, yeast, cans, advertising) have 
not. But the biggest drains on the 
brewers are the huge excise taxes 
they must pay and their premium 
labor costs in both manufacturing 
and distributing their brews. In 1955, 
for instance, the highest average 
weekly wage paid in any month in all 
manufacturing industries came _ to 
$75.36. Brewing’s highest weekly 
wage: $104.67. 


Even more insidious are _ the 
changes now going on in beer mar- 
keting. The big national “shipping” 
brewers (e.g., Schlitz, Anheuser- 
Busch, Ballantine, Falstaff, Pabst) 
were once able to brew premium 
beers in a few strategically placed 
plants, ship them throughout the U.S. 
in competition with cheaper regional 
or local brands. But the prohibitive 
costs of brewing, packaging and trans- 
porting premium beers has changed 
all that. 


In St. Louis, Anheuser-Busch is 
turning out popular-priced Busch 
Bavarian, selling it in Missouri, Kan- 
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sas and Illinois. In Illinois and 
neighboring states, Pabst recently 
added Eastside Old Tap Lager, and 
industry-leading Schlitz is reported!y 
mulling a popular-priced regional 
beer. 

This state of flux has played hob 
with many a local brewer whose ter- 
ritory has been invaded by big 
brewers’ popular-priced beers. In 
Michigan, Goebel Brewing and Pfeif- 
fer Brewing, whose sales and earnings 
have turned flat, have been forced to 
discontinue dividends, close plants. 
Even Chicago’s Pabst, fifth biggest 
producer in the industry, whose for- 
tunes have fallen as those of fast- 
rising Falstaff have climbed (see 
chart), was probably off 1955’s pace 
last year by some $4 million in sales 
and about half 1955’s 57c per share 
earnings. 

Where There’s Life. But in the beer 
business, in which privately—held 
Schlitz is “the beer that made Mil- 
waukee famous” and Anheuser- 
Busch’s Budweiser (“Where there’s 
life there’s Bud’) is “the beer that 
made Milwaukee jealous,’ competi- 
tion between the Big Two is foaming 
up. Last year Schlitz increased sales 
by 161,000 barrels, while Anheuser- 
Busch sold 254,000 more barrels than 
in 1955. Upshot: Anheuser-Busch, 
which outsold Schlitz by 360,000 bar- 
rels in 1954 and then fell behind by 





BITTER BEER 


The Big Five brewers have managed 
to hold on to their combined share of 
the beer market since 1950. But the 
infighting among them has been fierce, 
with Falstaff nosing out Pabst, 
Anheuser-Busch playing see-saw with 
Schlitz for first place. 




















* Ballantine 


Schlitz 


Anheuser-Busch 





Yet beer-making profits have remained 
flat. Where Busch, for example, earned 
$2.72 for every barrel it sold in 1950, 
last year it netted only $1.42 per barrel. 


166,000 barrels in 1955, bounced 
back to within 75,252 barrels of top- 
selling Schlitz. But only at the cost 
of expanding its low-profit popular- 
priced brews. 

For beer & baseball (St. Louis Car- 
dinals) baron August Anheuser 
Busch Jr., chairman & president of 
$165-million Anheuser-Busch,* who 
believes that “making friends is our 
business,” 1956 had turned out to be 
a most amicable one. Last month 
Brewer Busch poured his 17,0007 
shareholders a brimming glass of 
hopeful news. Busch sales last year 
hit $210 million, almost $9 million 
over the year before. Net earnings 
were also well ahead of 1955’s $1.67, 
but by how much he would not say. 

The beer business being what it is, 
it is significant that Budweiser, 
Michelob and Busch Bavarian still 
chipped in 85% of company sales last 
year; the rest came from Busch’s 
growing yeast-malt-corn products di- 
vision and from the National League’s 
Busch-owned St. Louis Cardinals, 
which finished fourth last year and 
returned some $250,000 in profits. (On 
Busch’s original investment of $3.7 
million in the ballclub in 1953, it has 
thus far earned back about $1 mil- 
lion.) Already the world’s biggest 
single source of B-complex vitamins, 
the big brewer will spend another 
$500,000 on research this year, re- 
cently put on the market (for food 
processors, pharmaceutical houses) 
vitamin B-12, produced from a new 
company-developed process. 

Pennant Race. Yet Wall Streeters 
are wont to point out that Anheuser- 
Busch, which has come a good way 
since it made its “biggest mistake” by 
increasing Budweiser’s price in 1954, 
still has a long way to go. Since the 
brewery was originally set up for 
premium distribution (from three 
main plants), production will have to 
be decentralized if Anheuser-Busch is 
to compete on the regional level. That 
could be a costly process. Moreover, 
Busch Bavarian can probably gain in 
some areas only at Budweiser’s ex- 
pense, thus cutting into Anheuser- 
Busch’s margins. 

All of these speculative conclusions 
the company categorically denies. De- 
clares Executive Vice President John 
Wilson: “Our constant aim is to be 
the No. One brewer in the country. 
We'll just have to see where the cards 
fall. We’re going to put our best team 
in the field, and we’re going to win 
the pennant!” 

*Traded over-the-counter. Price range 
(1956-57) : high, 23; low, 19. Dividend (1956) : 
$1.20. Indicated 1957 payout: $1.20. Earnings 
= ee (1955): $1.67. Total assets: $165.5 


tDespite an additional 328,723 shares of- 
fered to the public last November (and 
quely oversubscribed), the Anheuser, 

usch families still hold some 60% of A-B’s 
48 million shares. 
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Columbia Gas System Reports 


From a Very Special Part of America 





In 1956, Columbia Gas System delivered more gas to 


more people than ever before . . . another year of 
growth and another year of service in a very special 
part of the country ... the Heartland of American 
commerce and industry. 


Natural gas was first discovered here. The complex 
techniques for its distribution were developed here. 
In this area many of the fields that once produced 
much of the country’s original natural gas have been 
turned into vast underground storage reservoirs. 


One-fourth of the nation’s storage gas is held here 
by the System for use in the winter months, assuring 
a nearby supply of low-cost versatile fuel. Families 
here on the average use more natural gas per house- 
hold than in any other section of the country. 


From year to year, expanding industry has required 
more of this ideal fuel. 

And from year to year, Columbia Gas System has 
grown to meet the needs of 3 million of the natural 
gas users in this growing, dynamic region. 

For details of Columbia’s latest and greatest year 
of service, write for the Annual Report for 1956. 





THREE-YEAR SUMMARY OF EARNINGS 


1956 1955 1954 
$29,688,000 $21,307,000 $18,621,000 

Dividends on Common Stock $18,544,000 $17,316,000 $16,200,000 
"Retained in Business $11,144,000 $ 3,991,000 $ 2,421,000 

Income Per Share $1.44 $1.08 $1.03 


Dividends Paid Per Share $0.92% $0.90 $0.90 
(Current Annual Dividend Rate—$1.00 per share.) 


Net Income 











serving homes and industry in America’s Heartland 


THE COLUMBIA GAS SYSTEM, 


INC. 


COLUMBIA GAS SYSTEM SERVICE CORPORATION 
120 East 4ist Street, New York 17, N.Y. 


CHARLESTON GROUP: United Fuel Gas Company, Amere Gas Utilities Company, Atlantic Seaboard Corporation, Central 
Kentucky Natural Gas Company, Virginia Gas Distribution Corporation, Kentucky Gas Transmission Corporation—COLUMBUS 
GROUP: The Ohio Fuel Gas Company —PITTSBURGH GROUP: The Manufacturers Light and Heat Company, Binghamton Gas 
Works, Cumberland and Allegheny Gas Company, The Keystone Gas Company, Inc., Home Gas Company 
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43rd Year of Continuing Growth for 
American-Marietta 


Guided by forward-moving research, American- 
Marietta has consistently surpassed its previ- 
ous records. This trend, continuing in 1956, 
resulted in a 46% increase in net income. 


American-Marietta’s production is geared to 
the essential needs of the nation’s economy. 
Products for the heavy construction industry 
and highway building accounted for more 
than half of the 1956 sales volume. 


The expansion of manufacturing facilities 
which took place during the past year promises 
a further improvement of operations in 1957. 


HIGHLIGHTS OF PROGRESS 


1956 1955 
Net Sales $202,310,815 $165,339,971 


Net Income 16,204,547 11,109,703 
Net Worth 81,763,302 57,519,163 
Total Assets 144,787,333 104,484,590 


Dividends Paid 
Shareowners 4,934,502 2,919,117 


Number of ¥ 
Shareowners 21,467 14,800 ¢ 
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1956 ANNUAL REPORT 
SENT ON REQUEST 


American-Marietta’s Annual Report has been sent 
to more than 22,000 shareowners. It covers in con- 
siderable detail the Company’s major activities. 
If you would like a copy, address Department 8. 


AMERICAN-MARIETTA COMPANY 


101 EAST ONTARIO STREET, CHICAGO 11, ILLINOIS 





Revelations in Progress Through Modern Research 


PAINTS « RESINS + CHEMICALS + METAL POWDERS + HOUSEHOLD PRODUCTS + BUILDING MATERIALS 
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COAL 


THE RED AND 
THE BLACK 


After two years of deficits, 

Philadelphia & Reading Co. 

is back in the black—thanks 

partly to boots and union 
suits. 


For several years, 
Reading Corp.* executives have 
viewed their company’s __ slogan 
(“When It’s Red, It’s Reading”) with 
acute embarrassment. Not only did 
the slogan fail to sell the company’s 
red-flecked coal, but the famed phrase 
was also an all-too-accurate descrip- 
tion of the company’s earnings. In 
1954 and 1955 Reading had losses of 
$7 million and $3 million respectively. 

But last month, when Reading pro- 
duced its 1956 earnings statement, it 
was as luxuriantly black as its coal. 
With sales up nearly 70% to $80.7 
million, Reading had banked an $8.6- 
million profit, the best in its history. 


Salvage Men. In good part, Read- 
ing’s rapid reversal of fortunes owes 
to long-time security analyst and 
sometime author (The Intelligent In- 
vestor; Security Analysis) Benjamin 
Graham, 62, one of Wall Street’s 
shrewdest judges of undervalued as- 
sets. Five years ago, Graham, chair- 
man of Wall Street’s family-controlled 
Graham-Newman investment corpo- 
ration, turned an interested eye on 
floundering but still profitable Phila- 
delphia & Reading. Graham snapped 
up (at $17 a share) half of the Balti- 
more & Ohio’s 120,000 share minority 
interest, thereafter bided his time. 

By 1954, the loss of anthracite’s tra- 
ditional home-heating market to nat- 
ural gas and oil was having a mur- 
derous impact on Reading’s profits 
(see chart), and some stockholders 
were eager to liquidate the company 
and get out. But Graham, aided and 
abetted by his then assistant and now 
president, Howard A. Newman, 36, 
had other ideas, instead proposed 
turning Reading into a holding com- 
pany, using its considerable cash re- 
sources to diversify, and its consider- 
able tax losses to offset profits. 

Thereafter, the new management 
began diversifying with a vengeance. 
The next August they took a plunge 
into the appallingly unstable textile 
business by buying (for $15 million in 


Philadelphia & 


*Traded NYSE. Price range (1956-57): 
high, 293%; low, 17. Dividend jt E none. 
Indicated 1957 peveus: none. rnings r 
share (1956) : $6.97. Total assets: $51.8 million. 
Ticker symbol: PRG. 
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READING’S NEWMAN: 
an end to embarrassment 


cash, stock and notes) Union Under- 
wear Co., maker of Fruit of the Loom 
underwear. Five months later Read- 
ing paid $3.2 million in cash and notes 
for Acme Boot Co. Both moves have 
paid off rapidly. Last year Union 
Underwear alone probably contrib- 
uted close to $30 million of Reading’s 
$80.7-million sales, an even more 
substantial share of its profits. Far 
from all of it, however, was normal 


Millions of Tons 





BACK 
IN THE BLACK 


As gas and oil took over the home- 
heating market ofter the war, an- 
thracite production tumbled to the 
lowest level since 1878. 





in Millions of Dollars 
Meanwhile Philadelphia & Reading, 
whose fortunes were founded on an- 
thracite, plunged deep into the red. 
But by last year, coal, boots, and un- 

+ derwear had combined fo pull P&R - 
back solidly into the black, produced 

| the best earnings in Reading's history. 




















profit; loss credits from prior years 
nearly doubled the reported 1956 take. 

Meanwhile the new management 
was vigorously putting Reading’s 
mining operations back in shape. In 
rapid order they closed down all 
but Reading’s most efficient mines, 
clamped an iron hand on costs, elimi- 
nated Reading’s million-ton coal in- 
ventory, and resumed production 
under a strict quota system. Explains 
Newman: “Today we do not produce 
a ton more coal than we can sell.” 

The results were striking. Not only 
did Reading move into first place in 
both sales and tonnage among US. 
anthracite producers, but last year 
managed to operate at a profit every 
month of the twelve, a rarity among 
hard coal miners. Thanks to its trim 
shape, Reading was able to capitalize 
on the first rise in anthracite con- 
sumption in the U.S. since the war, 
boosted its coal sales 13.6%. 

Uncertain Quantity. Impressive as 
anthracite’s contribution to Reading’s 
revival has been, hard coal’s prospects 
are still a highly uncertain quantity. 
Newman himself is resigned to the 
likelihood that anthracite will never 
regain its former place in home heat- 
ing. “No matter how wonderful the 
coal stoker is,” he says, “nobody is 
going to install it. I use natural gas 
myself. Maybe it’s more expensive, 
but it’s worth the comfort and con- 
venience.” 

Instead, Reading’s brass prefer to 
venture their chips in the growing in- 
dustrial market for hard coal, where 
they already get 50% of their anthra- 
cite revenues. Observes Newman: 
“We are spending half a million a year 
on research, and we wouldn’t do that 
if we did not think we could make 
money in coal.” Brightest spot in his 
estimation is the growing use of hard 
coal by the steelmakers, who now use 
a million tons a year in sintering iron 
ore. By 1958 or 1959, the industry 
estimates, it will be taking twice that 
amount. Other promising uses: as a 
partial substitute for the nation’s de- 
clining reserves of bituminous coking 
coal; as a source of hydrogen in direct 
reduction of iron ore. 

One big new market for anthracite, 
Newman believes, is for anthrafines, 
a superfine anthracite byproduct of 
prepared coal operations once dis- 
carded as waste. For years, most 
miners dumped this silt into rivers, 
but Reading, which had no river near- 
by, piled up 40 million tons of it in its 
own back yard. Today this silt brings 
between 20c and $1.25 a ton in natu- 
ral form from utilities, which use it 
as fuel. Purified of foreign matter, it 
sells for between $5.00 and $6.00 a ton 
to the steel industry. Newman does 
not foresee much competition for this 
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market. “After all,” he says, “you 
don’t grind up coal you can get $16 a 
ton for to sell it at $6.” 

A Long Haul. Dramatic as Reading’s 
recovery has been, its brass look to a 
long haul before stockholders begin 
banking cash dividends. For the time 
being, holders must be content with 
the market recovery in their stock: 
from its 1954 low of 7%, Reading’s 
common hit a 1956 high of 29%, re- 
cently has wobbled around 25. States 
Newman categorically: “No cash divi- 
dends for an indefinite period, and no 
stock dividends without an accom- 
panying cash dividend.” 

The reason, he goes on to explain, 
is that Reading stands to fare better 
in the long run by plowing back 
rather than paying out earnings. 
There is also at least one other com- 
pelling reason: Reading directors, who 
own nearly one third of its 1.2 million 
outstanding shares, understandably 
prefer capital gains to taxable divi- 
dends. Says Newman: “I don’t think 
we are creating any hardship. I don’t 
think we have any widows and or- 
phans on our rolls.” 

But can Reading keep up the pace? 
Earlier losses reduced Reading’s taxes 
last year to roughly $1 million; with- 
out such carryover credits net would 
have been closer to $5 million than 
the reported $8.6 million. Admits 
Newman: “I doubt that we will show 
as spectacular an improvement this 
year.” 


AIRLINES 


MORE OR LESS? 


How much money should an 
airline make? The CAB says 


“less,” the carriers “more.” 


How much is too much? the ancient 
Greek philosophers asked, and waited 
in vain for an answer. Last month, 
faced with the same question as re- 
gards their profits, the nation’s do- 
mestic trunkline carriers were still 
waiting. In Washington, the Civil 
Aeronautics Board scheduled an in- 
vestigation into airline fares for May, 
a probe predicated on the theory that 
airline profits are too high. 

Pro & Con. The airlines themselves 
were of a contrary mind: ysome 
thought their earnings were too low. 
Their argument was most trenchantly 
stated by Frederick R. Robinson, 
president of National Aviation Corp., 
a closed-end investment company 
which specializes in airline and air- 
craft securities. Despite a 14% rise in 
traffic, he pointed out, the airlines’ 
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CosT 
SQUEEZE? 


The domestic airlines are now seek- 
ing fare increases. But since 1949, 
net profit has gained faster than 
revenues for the Big Three (Ameri- 
can, United, Eastern), and the profit 
margins are at the highest point 
since the Korean War boom. 


Margin of Net 


wert eee 








1949 1958 1951 1952 1953 1954 
(est) 


net operating income fell 8% last year. 
Concluded he: when an industry de- 
pends on rapid growth just to hold 
earnings steady, it “becomes progres- 
sively vulnerable.” And he added an 
urgent warning. Unless they can im- 
prove their earnings, the airlines may 


UNITED’S PATTERSON: 
paying is the problem 


have trouble paying off the $1.5 billion 
in obligations they face in the next 
four years. 

All of which produced a loud, if in- 
direct, “amen” from United’s William 
A. (“Pat”) Patterson, who demanded 
a 6% fare increase from the CAB. 
“United and the air transport indus- 
try,” he explained, “have been facing 
a [serious] problem of rising costs 
... It is a great tribute to the efficiency 
of the industry that we have continued 
to absorb rising costs with practically 
no increase in rates.” 

To which Capital’s James H 
(“Slim”) Carmichael added a second- 
ing word: “I think we'll want to go 
right along with United on seeking 
higher rates.” From American’s aerie 
came no immediate comment, but 
President C. R. Smith, boss of the 
U.S.” largest air carrier, had already 
put his thoughts on the record not 
long before. “It is entirely unrealistic,” 
said he, “for the airlines to try to 
meet the costs of 1956-57 with a fare 
structure of 15 years ago.” 

Building a Case. Federal authori- 
ties, however, take a different view 
Predicted the Civil Aeronautics Ad- 
ministration last month: “Air com- 
merce appears to be on the threshold 
of a new era of expansion which will 
shortly make it the dominant public 
passenger carrier.” By 1965, forecast 
the CAA, the number of passengers 
on the domestic airways will have 
grown to 93 million (vs. 42 million 
last year), and by 1970 to 118 million. 

Against such arguments, the air- 
lines may have a hard time building 
their case. Since 1949, when most of 
the carriers pulled up out of deficits 
to earn their first postwar dollars, 
their sales and earnings have risen 
nearly every year. Based on still in- 
complete 1956 figures, revenues of the 
Big Three domestics (American, 
United and Eastern Air Lines) have 
risen 198% since 1949, their net 338% 
(see chart). For the past two years 
they have netted about 6.2c on each 
sales dollar—their best showings since 
the Korean boom. 

Liabilities. But there are two big 
flaws in that pleasant picture, and the 
airlines will try to make the most of 
them. For one thing, a good part of 
these profits have come from capital 
gains on sales of equipment. Today 
many an airline is able to sell a fully 
depreciated plane for more than its 
original cost. For another, over the 
next few years the airlines will take 
delivery on some $3 billion of jet 
planes and interim aircraft, an outlay 
so huge as to have no precedent in 
the industry. Many airline treasurers 
think that this demands that the car- 
riers obtain not only more passengers 
but higher fares as well. 
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Send for 
your copy 


DP&L SERVES 
OVER A MILLION 
PEOPLE IN WEST- 

CENTRAL OHIO 





FINANCIAL HIGHLIGHTS 


The financial high- 
lights in the adjoining At December 31 





1956 1955 


column tell the story of 
Property and plant $224,218,000 $201,738,000 


another “good” year. In Capitalization $173,142,000 $170,688,000 
our annual report we have Capitalization ratios — 


: Common stock equity... . 38.3% 37.4% 
tried to tell the story of the Preferred stock 14.4% 14.6% 
people that made this prog- First mortgage bonds . .. 47.3% 48.0% 


ress possible. We will be 100.0% 100.0% 
happy to send you a copy. Number of shares—common stock. , 2,629,037 2,619,256 








For the Year 


Operating revenues $ 73,527,000 $ 68,023,000 
Earnings on common stock $ 10,010,000 $ 8,798,000 
PER SHARE OF COMMON STOCK 


Total taxes $5.92 $5.49 
Earnings $3.81 $3.36 


Dividends paid $2.25 $2.05 


THE DAYTON POWER AND LIGHT COMPANY 
25 North Main Street « Dayton 1, Ohio 
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. CREDIT 


; Keystone of Our 
> yyie Expanding Economy 


' Our dynamic use of Credit makes it the very keystone of 
a is America’s remarkable corporate and individual progress. And 
hae < a ' 7 | Credit is more than an integral part of our great American 
: economy; it is proof positive of America’s faith in itself 
ASSOCIATES LOANED 
AMERICAN INDUSTRY 
OVER $124 MILLION 





and its future. Associates is proud to share in this faith. 
From a small beginning 38 years ago, Associates 
has forged ahead to where today it is one of America’s 
most important sources of Credit—having provided 
over $1% BILLION last year to the automotive in- 
dustry alone, for retail installment purchases and 
dealer wholesale financing. In addition, Associ- 
ates annually provides hundreds of millions of 
dollars to American industry, and to individ- 
uals for family needs. With assets of over 
900 million dollars, Associates continues 
to look ahead, proud of its important 
part in supplying America the credit 
so vital to our expanding economy. 



















ASSOCIATES PROVIDED 
OVER $94 MILLION 
FOR FAMILY NEEDS 





































ASSOCIATES PROVIDED 
OVER $114 BILLION FOR 
AUTOMOBILE PURCHASES 





ASSOCIATES 1956 FINANCIAL REPORT 


CONDENSED CONSOLIDATED BALANCE SHEETS 




































ASSETS LIABILITIES 

















Dec. 31,1956 Dec.31,1955 Dec. 31,1956 Dec.31,1955 

CasH AND MARKETABLE SECURITIES. $ 90,150,167 $ 85,724,980 Nores PAYABLE, short-term... .. . $436,556,800 $424,290,800 

RECEIVABLES: Term Nores due within one year... 28,021,000 34,720,000 
Retail motor vehicle installment Common Stock DivipEND payable 

—— ee oS at aA rr $700,367,608 $649,982,667 Pa & 1): Sa aa 2,031,557 1,875,283 

Olesale motor vehicle Accounts PAYABLE, ACCRUALS AND 

short-term loans............. 72,102,682 81,398,810 OE RA Ne oa 37,481,065 38,161,383 

—— and personal installment on.cen.eer 0.401.008 UNEARNED INSURANCE PREMIUMS... 29,227,061 30,156,749 

ANS Oe MRE EA sa A Aeg one" erty LonG-Term Nores............... 182,300,000 142,565,000 

Commercial and other receivables. ae nor ie SUBORDINATED LONG-TERM NOTEs.. 65,600,000 60,500,000 

Lees: Unearned discounts... . . 54,429.155 49,347,481 hava Srocn........... ---+ 22,600,000 22,500,000 

Reserve for losses... . 22,314,277 18,833,110 bn STOCK..... — ae ‘ 31,254,720 31,254,720 

Total receivables, net. . $798,841,875 $747,045,310 URPLUS. . st reeesetes 70,058,804 __ 59,190,414 

OrueR ASSETs..... Gere 16,038,965 12,444,059 $905,031,007 $845,214,349 











$905,031,007 $845,214,349 











CONDENSED CONSOLIDATED INCOME STATEMENTS 


nt ee -) s -~ 
Dec.31,1956 Dec.31,1955 ssociates 


Year Ended 





Discount, interest, premiums and 














COS G4 oe N cst kc bee s-os $122,457,993 $109,907,061 
Operating expenses................. 86,919,697 73,552,926 ' 

Net income before Federalincome tax $ 35,538,296 $ 36,354,135 Commercial and Installment Financing 
Provision for Federal income tax..... 16,030,000 17,350,000 

IIIS. o vnlaran} Soe 44:84. 0.4 6.0'5,¢ $ 19,508,296 $ 19,004,135 

Consolidated net earnings per share of ASSOCIATES INVESTMENT COMPANY 

common stock after payment of pre- 

Sealdidieeds........:.....-.. $5.93 $5.86 ASSOCIATES DISCOUNT CORPORATION 


and Other Subsidiaries 
HOME OFFICE *« SOUTH BEND, INDIANA 
ES AR ORS BARN EWES IME eS SALI DS + REN, RS ARIE SS 
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Volume of Trading — Millions of Shares 


Price_of NYSE Seal — 





Yearly High — Thousands of $ 








market. 









HOT SEAT 


Historically the price of a seat on the New York Stock Exchange 
has followed the volume of trading rather than the state of the 


Annual Trading Volume NYSE 


1600 











400}- 7 200 
a 1150 

200}- tio 

100}- Price of NYSE Seat ——— | 50 
0 ee eS a ee ee ee ee ee ee ee eS et eS a ee a 





1929 1930 1931 1932 1933 1934 1935 1936 1937 1938 1939 1940 1941 1942 1943 TT 1945 1946 1947 1948 1949 1950 1951 1952 1953 1954 1955 1956 


WALL STREET 





CONTRARY NOTE 


Bulls & bears—it’s all ap- 
parently the same to the 
price of a seat on the Big 
Board, just so long as the 
market keeps busy. 


Nort everything was going down in the 
neighborhood of Manhattan’s Wall and 
Broad Streets last month. A member- 
ship on the New York Stock Exchange 
changed hands at mid-month for $88,- 
000, a recovery of some 18% from the 
1956 low of $75,000 set in December. 
At a time when the bellwether Dow- 
Jones Industrial Average was sagging 
badly, membership on the Big Board 
seemed to be losing none of its appeal. 
“At least it shows,” cracked one 
trader, “that the boys don’t think the 
brokerage business is going to pot.” 
Doldrums. Actually the price of 
stocks and the price of stock exchange 
seats have little to do with one an- 
other. It is the doldrums that market 
professionals fear most, not unfavor- 
able winds. A seat on the New York 
Stock Exchange confers on its owner 
the privilege of doing business on its 
milling, shouting, paper-strewn floor. 
Like any other asset, its value de- 
pends largely on the return it can give 
its owner. When the public is buying 
and selling stocks furiously, whether 
the averages are rising or falling, a 
seat is valuable. When the public 
leaves the market alone, Big Board 
memberships go begging. 
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Thus, during the current bull mar- 
ket, the price of a seat has followed 
expanding trading volume. From a 
1949 low of $35,000, the price rose to 
$113,000 in June of 1956,* only to turn 
down after volume reached a peak. 

Volume, Not Prices. A full 1,000 of 
the Big Board’s 1,367 members are 
partners in brokerage houses. It is no 
surprise that their spirits rise and fall 
with the curve of trading volume. In 
1932, for example, prices were low but 
trading volume was fairly high. A seat 
on the Stock Exchange in that sadly 
depressed year fetched as much as 
$185,000. But in war-prosperous 1942, 
when trading volume was dragging 
along at barely one fourth the 556- 
million-share 1956 level, a member 


*The price has never since even Fa 
proached the levels of the 1920s, aaa. “gens n 
1927 a seat brought $305,000, in 1928, 
and in 1929, when trading volume eh ‘the 
1-billion share mark, a seat sold for $625,000. 





FLOOR POST, NYSE: 
still the old appeal 







parted with his seat for just $17,000. 

But not all Stock Exchange mem- 
bers are the garden variety of broker. 
Many individuals own seats for their 
own trading. As members, they pay 
no commissions on their own transac- 
tions. Thus a member can come in at 
the opening bell, buy, say, 100 shares 
of stock at 49, sell in the afternoon at 
50 and go home with a nice profit. 
But for an ordinary non-member 
speculator the brokerage commission 
would eat up most of the gain. Then, 
too, the trading privilege makes it pos- 
sible for a stock exchange member to 
engage in the complex but profitable 
practice of arbitrage. Or he can do 
business as a “$2 broker,” executing 
buy and sell orders for other brokers 
in exchange for a share of the com- 
missions. 

Hard to Get. Obtaining a seat on the 
New York Stock Exchange, however, 
is not so simple. For one thing, the 
number of seats is limited to the pres- 
ent 1,367. The only way to get a seat 
is through buying it from a present 
member. But you must have more 
than a willing seller and ready cash to 
make the grade as a member of the 
world’s biggest securities exchange. 
You must prove your solvency, have 
the intention of devoting full time to 
stocks and bonds, and convince the 
four-member admission committee of 
your good character and knowledge 
of the securities business. Member- 
ship, moreover, is limited to males 
over the age of 21. No woman has 
ever owned a seat on the New York 
Stock Exchange. Not even in the 
early Forties, when memberships 
were hard to sell and prices low. 
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LABOR RELATIONS 





A House Divided 


Tue house of labor is a troubled 
abode. Within the union family is 
feuding, and one of the brood is 
threatening to leave home and set 
up housekeeping for itself. Mean- 
while a powerful Senate sub-com- 
mittee is probing into the alleged 
fiscal delinquencies of some of this 
country’s better known labor lead- 
ers. 

“We have never had so many 
problems hit us all at once,” is the 
way one union official sums up the 
current plight of the AFL-CIO. 

The biggest problem child in the 
disturbed household is the outsize 
Teamsters union with some 1.6 
million members. It is headed by 
that non-innocent abroad, Dave 
Beck, who took off for Europe just 
when Senate investigators were 
getting ready to welcome (?) him 
to Washington. 

Mr. Beck’s seeming reluctance 
to share information with Senate 
sleuths does not sit right with well- 
meaning George Meany, president 
of the AFL-CIO. Though he has 
not said so publicly, the fed-up 
paterfamilias of labor’s household 
would not lift a finger to keep the 
Teamsters in the amalgamation if 
they were to act on their frequent 
threat to pull out. 

But there’s the rub. If the Team- 
sters did declare their independ- 
ence, their exodus from the AFL- 
CIO might seriously weaken the 
power of American labor unions. 
For the Teamsters have been the 
key to thousands of successful or- 
ganizing drives by other unions. 
Many weak labor organizations 
have been able to get a foothold in 
industry largely because employ- 
ers feared that the Teamsters 
would refuse deliveries if they 
tangled with unions of other juris- 
dictions. 

They tell the story of a weak 
local in the garment field which 
could not get anywhere with one 
employer; he just kept refusing to 
sign a contract. Finally the officers 
of the union went to the Team- 
sters for moral and physical sup- 
port. The head of the Teamsters’ 
group agreed. He took a copy of 
the union contract, barged into the 
employer’s office and said “sign.” 
The employer balked. 

“Give me a little time,” he said. 
“I want to read the contract and 
see what’s in it”. 


“What are 
you trying to 
do,” replied 
the Teamster 
official, “break 
the union?” 

So while a 
majority of the 
top union offi- 
cers in the 
AFL-CIO are disturbed over the 
unsavory reputation of the Team- 
sters, they would not like to see 
it go out on its own. For one thing, 
the Teamsters would probably 
expand their jurisdiction if they 
became independent, and the ensu- 
ing battle for members would be 
no pink tea. What’s more, many 
smaller unions would have hard 
sledding to retain their footholds in 
those areas where the truck driv- 
ers furnish the real balance of 
power. 

It so happens that right now the 
forces for independence within the 
Teamster hierarchy are strong. 
James Hoffa, Teamster Vice Presi- 
dent from Detroit, is _ secretly 
gunning for a split with the parent 
organization. Generally when Mr. 
Hoffa makes up his mind to change 
policy, Dave Beck, though he is a 
bigger wheel on the organization 
chart, is just a lost voice in the 
wilderness. 

Sooner or later, however, a 
showdown between the AFL-CIO 
and the Teamsters is inevitable. To 
stay in the AFL-CIO the Team- 
sters will have to clean house thor- 
oughly. 

The recently merged union lead- 
ership is convinced that racketeers 
and welfare fund filchers must go. 
The Senate investigators will show 
that, proportionately, the Team- 
sters union is a haven for a larger 
number of sticky-finger men than 
any other. 

Until now, however, both Hoffa 
and Beck have stood staunchly be- 
hind their officers, and it is un- 
likely that, even under the glare of 
a Senate probe, they will make 
any overt move to oust the boys 
with the easy consciences. 

Meanwhile, the AFL-CIO’s hands 
are pretty much tied; it cannot it- 
self control the personnel policies 
of its affiliates. It could, however, 
effect a divorce, and when this hap- 
pens, the battle of the titans will 
begin. 


Lawrence Stessin 








APPLIANCES 


CLEANING UP 


Drooping profits? Ohio’s 
Hoover Co. hasn’t heard of 
them. 





Durinc the postwar decade, when the 
nation’s industrial giants were build- 
ing new empires, smallish Hoover Co.* 
of North Canton, Ohio, contented it- 
self with a quiet ambition: to hold its 
place as the nation’s second largest 
maker of vacuum cleaners (largest: 
Electrolux). In late 1953, however, 
when Herbert William Hoover Jr., 
38, grandson of Founder W. H. 
(“Boss”) Hoover, moved into the of- 
fice of the presidency, things began 
to happen. 

By the end of 1955, Hoover had 
sold a motor manufacturing division, 
bought an electronics firm and organ- 
ized two subsidiaries in Central 
America. That year sales hit a peak 
$53.7 million, earnings a near record 
$4.63 per share. 

While most big appliance makers 
were lamenting sharp declines in net 
income last month, Hoover’s Hoover 
seemed to be literally cleaning up 
Despite a $1 million drop in sales, 
Hoover’s earnings rose to a smart 
$4.93 per share. Reason: Hoover had 
done some thorough housecleaning, 
eliminated deadwood defense business 
(which declined 50%). Meanwhile he 
had introduced some promising ap- 
pliance lines, including steam irons, 
floor polishers, hand cleaners and 
coffee makers. 

For 1957, Hoover had some uncom- 


*Traded Price range 
(1956-57) : . 36; low, 2634. Dividend 
(1956) : . Indicated 1957 payout: $2.10 
Earnings per share (1956): $4.93. Total as- 
sets: $31.6 million. 


HOOVER’S HOOVER: 
no deadwood 
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mitted reserves. His electronics divi- 
sion (formerly Phebco), which last 
year did not contribute to earnings, 
has been expanded from 50 to 250 
employees, will soon move into a 
$1.5 million plant now under con- 
struction near Baltimore. Hoover is 
also stepping up sale of appliances 
abroad, now has subsidiaries in West- 
ern Europe, Australia, South Africa 
and Canada, plus the others in Cen- 
tral America. Between the two he 
hopes to take up any slack that 
eccurs in his traditional business. 
“But,” says he, “we don’t expect 
profits to be so great in 1957.” 


NATURAL GAS 


AWAKENED GIANT 


After years of delay. the mas- 

sive Trans-Canada Pipe Line 

finally has taken a big step 
forward. 





THOUGH it knew him as possibly the 
hiegest and richest of Texas oilmen, 
Wall Street had long suspected that 
Clint Murchison might have bitten off 
more than he could chew in Canada. 
Murchison’s aim was the essence of 
simplicity: he wanted to string a $383 
million natural gas pipeline across 
the 2,294 miles separating Alberta’s 
rich oil and gas fields and industrial, 
fuel-short Montreal. 

Obstacle Course. To push the proj- 
ect, Murchison formed Trans-Canada 
Pipe Lines, Ltd. But the company ran 
into nothing but trouble. Among other 
things, it could not raise the money 
to lay the line across Canada’s “dead 
heart,” the 675 miles of barren (and 
highly uneconomic for a_ pipeline) 
wasteland in northern Ontario. Then 
the Canadians objected because the 
ownership of the pipeline was mainly 
American. Among the owners: Mur- 
chison’s own Canadian Delhi Oil, 
Tennessee Gas Transmission, Gulf Oil 
and Hudson’s Bay Oil and Gas. 

For a while it seemed that the pipe- 
line might never be built. Angry at 
what they regarded as Yankee im- 
perialism, opposition forces in Can- 
ada’s Parliament made an issue of 
the pipeline, demanded Canadian de- 
velopment. 

The first obstacle was overcome. last 
year when the Canadian government 
agreed to finance, at a cost of $130 
million, the Ontario stretch of pipe- 
line. Trans-Canada, in return, agreed 
to offer 51% of its equity for sale in 
Canada. 

Go-Ahead. Thus last month, after 
years of delay, Trans-Canada finally 
was ready to meet the public. In both 
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PLOT FOR PRAIRIE LINE: 
an obstacle surmounted 


Canada and the US., it floated $112.5 
million in debt and equity securities. 
The package sold out as quickly as it 
had been long in coming. Only a few 
hours after they had been offered at 
156, the U.S. units of debentures and 
stock were bid up to 16642. The Cana- 
dian units, priced at 150,* were even 
more successful. In rapid order they 
were bid up to 163. At last Clint 
Murchison had won resounding ac- 
ceptance for his grandiose dream. 


*Reason for the price differential: the cur- 
rent premium on the Canadian dollar as com- 
par with the U.S. dollar. 


RAILROADS 


ALTERNATIVE 
VISION 


For once, last month a rail- 

road—the Southern—refused 

to have any truck with an- 
other rate increase. 





To THE industry-wide agitation for 
higher and ever higher railroad 
freight rates, there has been at least 
one notable exception—the Southern 
Railway’s* capable President Harry 
A. DeButts. Large rate increases, 
DeButts argues, are far more likely 
to drive shippers into the waiting 
vans of the truckers than to do much 
to widen the industry’s shrinking 
margins. A few months ago, how- 
ever, DeButts reluctantly joined the 
other Southeastern railroads in peti- 
tioning the ICC for the recently 
granted emergency 5% increase. But 
he hinted that the Southern itself 
might not increase rates across the 
board. Last month, however, DeButts 


*Traded NYSE. Price range (1956-57) 
high, 4935; low, 3842. Dividend (1956): $2.60 
Indicated 1957 payout: $2. Earnings per share 
(1956): $5.53. Total assets: $856.1 million 
Ticker symbol: SR. 
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drew the line at the industry’s 15% 
“rate of return” petition. Said he: 
“The Southern will not be a party to 
tg 

There was no doubt that DeButts’ 
argument was a powerful one. While 
rates have risen sharply since the 
war, freight revenues have conspic- 
uously failed to keep the pace. Be- 
tween 1946 and mid-1956, for instance, 
rates increased nearly 90%, but total 
revenue per ton rose a bare 30%. 
Even more alarming, since 1953 rev- 
enues have been steadily declining. 
Yet if rate increases are not the an- 
swer, what is? 

The Southern, DeButts replied, fig- 
ured lower rates might do as well, 
win back business from the truckers. 
Debt reduction, for instance, higher 
priced but more durable freight cars, 
a cut in the Southern’s already low 
wage ratio would help do the job. For 
most roads, DeButts’ proposal seemed 
visionary. But few in the industry 
could forget that in the past DeButts 
has shown rare skill in turning visions 
into realities. 


OIL 


WESTWARD HO 


British Petroleum, which pi- 

oneered oil production in the 

Middle East, now is looking 
westward for security. 


“Once burned, twice wary,” is a mot- 
to which London’s British Petrcleum 
Co., Ltd.* may well take to heart. 
First as the Anglo-Persian Oil Co., 
and later as Anglo-Iranian, BP won 
exclusive exploration and production 
rights in Iran, soon loomed as one of 
the world’s greatest oil producers. 
But Anglo-Iranian, 56%-owned by 
the British Government, eventually 
lost two thirds of its stake in Iran 
when its properties were nationalized. 

Nevertheless, British Petroleum -was 
far from finished. Despite its Irnian 
losses, it still owned an estimated 35 
billion barrels of oil underground, 
one fifth of the world’s known re- 
serves. One big flaw: nearly every 
drop of it lay under the Arabic sands. 

New Worlds. Later this year, when 
summer comes to the northland, a 
bright new sign will blossom along 
the highways of eastern Canada. 
Above a string of shiny new gas sta- 
tions, the letters BP, set in flaring 
yellow capitals on a glossy green 
shield, will alert motorists and com- 


*Traded American Stock Exchange. Price 
range (1956-57): high, 253g; low, 1349. Divi- 
dend (1956): 40c. Indicated 1957 payout: 40c. 


Earnings per share (1956): $1.75 (est.). Total 
assets: $1,086 million. Ticker symbol: BPT. 
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RAILROADER DEBUTTS: 
his was a reasoned refusal 


petitors alike to the fact that the 
world’s biggest oil owner has for the 
first time invaded the world’s biggest 
petroleum market, North America. 

Marshaling BP’s forces for the ef- 
fort is shrewd, McGill-educated Ne- 
ville Gass, 64, who only last month 
took over BP’s chairmanship from 
ailing Basil Jackson. Hardly had he 
taken command than Gass announced 
that BP would build a $30-million 
refinery near Montreal. 

For the time being, BP will import 
the gasoline it needs from its refiner- 
ies in Europe and the Middle East; 
later the new Montreal refinery will 
take over the job, processing Middle 
East oil from BP’s own fields. Even 
with the long haul involved, oil men 
calculate that BP can probably deliv- 
er crude to its Montreal refinery at a 
cost calculated to give it a comfort- 





BP CHAIRMAN GASS: 
ambitious plans afoot 








able profit. Production costs of Mid- 
dle East crude normally run to about 
$1.90 per barrel. vs. about $2.50 for 
western Canadian crude. 

Strategic Vision. British Petroleum’s 
assault on the lush North American 
market is no last-minute decision. 
More than two years ago, BP’s then- 
chairman Lord Strathalmond quietly 
bought a major interest in Calgary’s 
Triad Oil -Co., a western Canadian 
outfit which holds varying interests 
in 71 oil wells and 16 gas wells and 
has an interest in some six million 
acres of oil territory in the Prairie 
provinces and British Columbia. 

It is no secret among rival oil men 
that Strathalmond had ambitious 
plans for BP in North America. His 
stake in Triad involved no less than 
$14 million, and BP is now reported 
to be increasing its,ownership in the 
company to a flat 50%. Eventually, 
many oil men believe, Gass will ex- 
pand his Canadian refining capacities 
still further, perhaps with a new 
refinery in Ontario, and later other 
refineries farther west using Canadian 
oil. 

If so, Gass will find himself up 
against some hot competition. Not 
only is Canadian Petrofina, offspring 
of Petrofina of Belgium, making a hot 
bid for the Canadian market, but such 
U.S. oil companies as Jersey Stand- 
ard (through its Canadian subsidiary, 
Imperial Oil) and Cities Service are 
making lively incursions into the 
fast-growing Canadian market. “Pe- 
troleum consumption has been rising 
in Canada,” explains Cities Service’s 
Chairman W. Alton Jones, “at a rate 
more than double that of the United 
States.” Already well-established in 
Canada, Cities Service is now s}end- 
ing $30-million there. 

High Octane. Plain and unadorned 
as British Petroleum’s brief an- 
nouncement was, Wall Street’ oil 
specialists were reading plenty into 
it. Most saw the Montreal refinery 
as merely one step in what eventual- 
ly will be a forced march by BP into 
the rich Canadian oil market. More- 
over, they had good reason to feel a 
lively interest in BP’s venture. What 
brought it close to home: the esti- 
mated 3,155,901 shares in BP held by 
US. investors. 

Particularly so last month with BP 
selling at a high octane 14 times earn- 
ings on the American Stock Exchange; 
in comparison, investors valued giant 
Jersey Standard’s common at only 15 
times earnings. The reason behind 
investors’ high regard for British Pe- 
troleum is not hard to find. As one 
figure-minded Wall Streeter explains 
it: “At its present price, one share of 
BP represents an interest in its Mid- 
dle East oil reserves at only about 6c 
per barrel.” 
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rking? (BLS ge weekly hours 
in manvfacture) 
. Are people spending or saving? (FRB department store sales) 
. How much money is circulating? (FRB bank debits, 141 key 
centers) 
Factors 4 and 5 are adjusted for value of the dollar (1947-49 
== 100), factors 1, 4 and 5 for seasonal variation. 
Dot indicates an 8-day estimate based on tentative figures for five 
components, all of which are subject to later revision.* 





*Final figures for the five components (1947-49) = 100) 
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THE MARKET OUTLOOKS 


by SIDNEY B. LURIE 


The New New Look 


As this column goes to press, the 
security owner is beset by a wide 
variety of harassments. 

— Most obvious is the fact that the 
downside penetration of the 460 level 
in the Dow presumably signals a 
bear market—according to the Dow 
Theory. Moreover, there is very 
obvious evidence of deflation in nu- 
merous industries; witness a 5% de- 
cline in railroad carloadings thus far 
in 1957. As if to cap the climax, 
ex-President Hoover and Secretary 
Humphreys have sounded dire warn- 
ings of a “hair-curling” depression 
stemming from the inflationary trend 
in government spending. 

How important are these factors? 
Less than they appear to be at first 
glance. For one thing, they have 
created a psychological environment 
reminiscent of past bottom turning 
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points. Further, 

the market tech- 

nically offers many 

signs of being in 

an oversold area. 

Above all, it takes 

a surprise to make 

a new price trend 

—and there is 

serious question as to whether there is 

anything particularly new in today’s 

financial headlines. True, the spectacle 

of high government officials talking 

about inflation when deflation is so 

obvious to all is ironic. And it unques- 

tionably has dampened speculative 

psychology. But the intelligent security 

buyer must look beyond the surface— 

if success is to be within his grasp. 
There is little point in taking issue 

with those who attempt to measure 

the market with a slide rule or in 


terms of a mechanical system. But 
the fact remains that the Dow Theory 
has been outmoded for years. More- 
over, the bear market signal at the 
455 level in the industrial average is 
an anti-climax to the holders of most 
common stocks. 

The gradual whittling away proc- 
ess over the past six months has 
caused 30%-50% declines in a great 
many cases. Moreover, it is signifi- 
cant to note that the new average low 
occurred with only eight of the 30 
stocks used in compiling the indus- 
trial average having penetrated their 
1956 bottom. 

And in four~of the eight cases, the 
penetration was only fractional. Thus, 
the more realistic view is that the 
market as measured by all the stocks 
listed on the New York Stock Ex- 
change—rather than an average which 
is possibly no better than a 30-inch 
yardstick—is closer to 400 than 450 
or 460. 

In like vein, it is probably futile to 
debate the economic outlook with 
highly regarded past and present 
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Do you hold Chemical Stocks? 


| * so, it would be worth your while to read the current edition of the Value Line Sur- 
vey. This edition offers a two-page analysis of the chemical industry and full-page 
analyses of each of the thirty leading Chemical stocks. 

The chemical industry enjoys a beautiful profit margin, one of the most attractive in 
all industry. Yet last year on an estimated sales gain of 6.6%, chemical profits, we 
estimate, fell 3.6% for the industry as a whole. The reason? The trouble seems to lie 
with this very same profit margin, which is so attractive it has brought into being more 
productive capacity than the market now requirés. The added capacity reflects not only 
the capital investing of the chemical industry itself, but also of all those other industries, 
from petroleum to steel, which have been attracted to the remunerative field of chemical 
manufacture by the bright profit margin. 

On the other hand, new developments are coming along at a rapid rate. The situation 
is fluid. Despite the generalization that the profit margin is under pressure because of 
competition, the intelligent investor will find his most reliable clues to chemical stock 
values in an analysis of the prospects for the individual company. The current edition 
of the Survey provides such a study. It presents specific conclusions in terms of the 
normal values that may reasonably be expected of each stock this year and three to five 
years from now. You‘can see for yourself where the best opportunities are to be found, 
where the greatest hazards loom. 


BANK STOCKS: Also included in this issue is an up-to-date analy- 
sis of the 19 leading Bank stocks. What is ahead for this group of 
stocks long noted for their stability? Included are estimates of earn- 
ings and dividends for each stock in 1957 and during the years 
1959-1961 and the normal price to which such future earnings and 
dividends would equate. 


A SPECIAL $5 INTRODUCTORY OFFER* 


You are invited to receive at no extra charge under this special offer the 64-page issue 
including Special Report on the Chemical Industry, plus Ratings & Reports on 62 
Chemical Bank and Container stocks. Included are: 








Air Reduction Dow Chemical Minnesota Mining Owens-Illinois Glass 

Allied Chemical Du Pont Monsanto Chemical Chase Manhattan 
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You will also receive, under this offer, the next four weekly editions of the Value Line 
Survey, with full-page Ratings & R s on over 200 major stocks. In addition, your 
introductory subscription will include a new Special Situation recommendation, a 


Supervised Account Report, two Fortnightly Commentaries and four Weekly Supplements. 
(Annual Subscription $120) *New subscribers only 
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public figures. The fact remains that 
the headlines made by their comments 


| would not have been unsettling if the 
| market hadn’t been vulnerable. Yet, 


this column cannot help but observe 
that there are few, if any, similarities 
between 1929 and 1957. 

The economic and social environ- 
ment of today has a number of distinct 
elements of strength not possessed 27 
years ago. Not the least of which is 
the fact that we now have a managed 
econcmy, a government with a vested 
interest in prosperity, whereas our 
government in the late 1920s operated 
in an “ivory tower” environment. 
Moreover, our Federal Reserve Sys- 
tem has a new flexibility and the base 
on which the nation’s economy stands 
is much broader than ever before in 
our history. In a word, to put this 
particular “ghost” to rest, cataclysmic 
depressions occur, it seems to me, 
once in a lifetime. 

In contrast, the evidence of indi- 
vidual industry deterioration points 
up one consideration: 1957 seems 
destined to be a year of possibly more 
cross currents than anytime in the 
postwar period. As was noted in pre- 
vious columns, it probably will be a 
year of a gentle settling-down, for 
the boom unquestionably has lost its 
“zoom.” 

However, this does not mean a 
depression in the classical sense of 
that term. Matter of fact, there may 
even be a spring business uptrend of 
moderate proportions, while the real 
test won’t come for perhaps another 
30 days. 

The dndividual should not lose sight 
of the fact that January’s and Febru- 
ary’s less-than-expected business fig- 
ures reflect two new conditions of un- 
known weight. One is the fact that 
bad weather throughout the nation 
has held down January output in 
numerous industries, construction, 
coal production, etc. Another is the 
fact that the prospect of freedom from 
major strikes has resulted in inven- 
tory reduction in certain fields, steel, 
for example. 

On longer view, 1957 could be the 
beginning of an interim period of 
consolidation between the Fabulous 
Fifties and the Fantastic Sixties. It 
could be a period in which past gains 
will be digested, a period in which 
management’s emphasis is on increas- 
ing efficiency rather than adding to 
physical facilities. 

If this broad premise be true, the 
stock buyer will have to adapt a set 
of new attitudes, actually what 
amounts to a new philosophy of com- 
mon stock ownership. For example, 
there must be a psychological read- 
justment to the fact that recession is 
not a “bad” word. Thus, a new new 
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look may be in the process of devel- 
oping. All of which will result in a 
new phase of super-selectivity in in- 
vestment buying. 

Matter of fact, this super-selectivity 
appears to be justified by the present 
situation in the sense that, roughly 
speaking, about 50% of the market 
seems to have reached a level which 
is in tune with present realities—25% 
still face potential depressants and 
only about 25% have dynamics that 
are likely to attract attention. In 
other words, only a relatively limited 
number of companies and industries 
have the promise of sufficient earn- 
ings improvement in 1957 to capture 
speculative interest in this interim 
period. 

True, this analysis does not suggest 
that a bull market will return. But 
that isn’t the issue today. Also, these 
comments make no reference to 
where the floor might be in the 
market as a whole during the re- 
mainder of 1957. But, here too, this 
isn’t the issue today. Rather, the 
point of these observations is three- 
fold: 

(1) This column is not disposed to 
accept the popular defeatist philoso- 
phy prevailing on Saint Valentine’s 
Day. Cupid has a place in Wall Street, 


too, where “You Gotta Have Heart.” | 


(2) The logic of the present situa- 
tion suggests that the immediate 
business outlook is much better than 
current speculative psychology. Con- 
sequently, as I see it, the next real 
test of the market’s under-pinnings 
may not come until late March or 
April. 

(3) Then, if business deteriorates 
rapidly, the market as a whole might 
resume its down trend. Even so, three 
corollary considerations cannot be 
underestimated: 

(a) Just as individual issues re- 
corded their highs at a different time 
than the market as a whole, so will 


many individual issues make their | 


lows before the averages. 

(b) The greatest areas of last year’s 
over-valuation now have been large- 
ly corrected. 

(c) Today’s more normal statistical 
relationships in the popular growth 
stocks are beginning to attract the 
institutional buyer who is the main- 
stay of demand. 

Thus, as this column goes to press, 
there is good reason to believe that 
the emotionalism so prevalent in the 
first half of February will be replaced 
by more careful, more logical, more 
selective buying attitudes reflected by 
the investor. 


Advance release of Forses columnists’ 
regular articles, excepting Mr. Lurie’s, 
will be airmailed to readers on the day 
of their writing. Rates on request. 
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Sun Life, Canada, Reports 
Record in Policy Payments 


Another all-time record in the sixty- | 


two year United. States history of the 
Sun Life Assurance Company of Can- 
ada, and a new and increased dividend 
scale that will further reduce the cost 
of insurance to policyholders, have 
been announced by George W. Bourke, 
President, at the Company’s Annual 
Meeting. Total new life insurance sold 
in 1956 amounted to $854 million, 
largest amount ever sold by Sun Life 
and an increase of $93 million over the 
preceding year. A substantial propor- 
tion of the new business originated in 
the United States, where the Sun Life 
has 37% of its insurance in force. In- 


lion of group insurance, or 30% of the 
total. Sun Life’s insurance in force has 
now passed the $7 billion mark, also a 
new high. Policyholders’ dividends are 
again being increased, and in 1957 the 
Company will pay policy dividends 
amounting to $31 million, more than 
in any previous year and $2,700,000 
more than the amount paid in 1956. 


The Sun Life Report also reveals | 


that $137 million was paid to policy- 
holders and beneficiaries during 1956, 
the largest amount ever distributed 
by the Company in one year. Of the 
total, $94 million was paid to living 
policyholders and annuitants. 


"56 new insurance an all-time high; $7 billion now in force; 
United States business up substantially. 


Mr. Bourke pointed out that during 
1956, even though tighter credit con- 
ditions existed in the United States 
and Canada, the Sun Life advanced 
some $89 million in new mortgage 


| loans in the two countries. Thus the 


Company provided once again a very 
substantial amount of money for con- 
struction of new homes and for expan- 
sion of various types of business 
enterprises. Sun Life’s mortgage loan 


| account now stands at $460 million. 


In his Report to the holders of the 


| Company’s two million policies and 


group certificates, Mr. Bourke ex- 


| pressed the belief that, with the pros- 
cluded in the 1956 figure was $259 mil- | 


pect of continued expansion, the 
volume of new life insurance will con- 
tinue to grow and that Sun Life’s out- 
look for the future is an optimistic 
one. “In the highly competitive atmos- 
phere in which we operate,” he said, 
“the Sun Life will continue to be re- 
sponsive to public needs, and anxious 
at all times to improve the service we 
have to offer.” 

A copy of Sun Life’s complete 1956 
Annual Report, including the Presi- 
dent’s review of the year, is being sent 
to each policyholder. There are 100 
Sun Life branches to serve you 
throughout North America. 
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INVESTigation NOW... 
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RETIREMENT 
DIVIDENDS 


WV IN FRIENDLY ARIZONA 


In all America there is nothing 
comparable to retired living in this 
cosmopolitan city, where the charm 
of the Old West lives happily with 
the comfort of the new. Here’s a 
way of life that’s relaxing because of 
the weather — it’s warm 

sunny and dry... 
the setting — it’s colorful . . . and 
the people — easy-to-know and 

hard-to-forget. 

The Tucson Gas, Electric 
Light & Power Company in- 
vites you to write for interesting 
statistics to: i 


Tucson Sunshine Climate Club 
5640-G1 Pueblo, Tucson, Arizona 
Western Gateway to Mexico. 
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AccorpInc to the recently announced 
budget, Federal expenditures will be 
further increased. Also, the President 
stated that if a recession occurred he 
would not hesitate to inaugurate a 
| program of additional Federal spend- 
| ing. The so-called “welfare state” will 
| continue, as well as the depreciation 
|in the value of the dollar. Among the 
stocks which I think provide good 
protection at this time (without too 
| much risk) are the leading utilities, 
ome as: 





| Security 


| Boston Edison 

| Commonwealth Edison ... 
Consolidated Edison .... 
Consumers Power (Mich.). 

| Duquesne Light 

| Pacific Gas & Elec. 
Penna. Power & Light ... 
Philadelphia Electric ... 

| Middle South Utilities .. 
West Penn Elec. 

| 


Price Dividend 


$2.80 
2.00 
2.40 
2.40 
2.00 


=< 
|g 
a 
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Every investor knows that the de- 
mand for electricity continually in- 
creases. The above companies have 
steadily, even if slowly, increased the 
dividends on their stocks for quite 
some years. There is nothing to indi- 
cate that this trend will not con- 
tinue. 

There are many good utility stocks, 
| some of them having exceptional 
|long-term growth prospects, but the 
current yield is small, such as in the 
a of Florida Power & Light, now 
yielding less than 3%. This stock has 
|advanced to five times the price at 





INVESTMENT POINTERS 


by JOSEPH D. GOODMAN 


A Look at the Utilities 


which I originally 
recommended it. 

Atlantic City 
Electric (serving 
nearly all of south- 
ern New Jersey) 
is also attrac- 
tive for long-term 
holding, even if the yield is only 4.6% 
at the present time. 

Arizona Public Servicé is an attrac- 
tive growth stock; now 24; dividend 
$1.12; yield 4.6%. 

In the natural gas field, Columbia 
Gas is attractive, selling at 17%; 
paying $1; yielding 5.8%. The divi- 
dend is covered by a wide margin. 

As a result of the accelerated rise 
in the population of the United Statés, 
total electric energy sales (including 
sales to the Atomic Energy Commis- 
sion) are expected to double during 
the period 1956-66. This would con- 
firm the large scale expansion pro- 
grams already announced by the 
utility companies, and should result 
in a high level of sales and a rise in 
earnings for those companies produc- 
ing power-generating machinery and 
equipment. 

In this connection, I call attention 
to the following statements by Com- 
bustion Engineering which are taken 
from the recent full page advertise- 
ment in several leading publications: 
“total new capacity to be installed in 
the next decade will substantially ex- 
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ceed the total capacity the utility in- 
dustry has attained in the 75 years it 
has been in existence. 

“To keep abreast of power expan- 
sion, Combustion increased its manu- 
facturing capacity more than 50% in 
the five-year period ending in 1955. 
And it is now engaged in the biggest 


expansion program in its history not | 
only to assure its ability to meet the | 
ever-growing demand for conven- | 


tional boilers, but also to prepare 


itself for a major role, in the rapidly | 


developing field of nuclear power.” 


I call attention again to the stock of 
this company. Earnings and dividends 
through the years have been excel- 
lent. Indeed, a dividend has been 


paid each year since 1911. Since 1941, | 
sales have increased from $7.4 million | 


to the $160 million estimated for last 
year. 

Sales and earnings for 1957 are be- 
ing estimated at $220 million and 


$2.75-$3.00 per share _ respectively. | 
Backlog as of December 31, 1956, ap- | 
proximated $375 million vs. figures of | 


$216 million and $132 million for 1955 


and 1954 respectively. “The present | 


volume of unfilled orders should as- 


sure operations at a high level for | 


the next two years and have a bene- 
ficial effect on earnings.” Current price 


27, where the yield is 4% on the pres- | 


ent $1.12 annual dividend, which 


might be increased later this year. | 
Purchases on a long-range basis ought | 


to prove to be very worthwhile. 
Northern Pacific, often recom- 


mended here, continues to be attrac- | 


tive from an inflation standpoint. 
Earnings from oil lands in The Wil- 


liston Basin have been steadily in- | 


creasing. I think in due time, the 
value of these holdings will be worth 
a large amount. There are 4,962,000 


shares of Northern Pacific stock; the | 


present annual dividend rate is $1.80, 


but recently the company declared a | 
10c extra. It is possible that ‘he | 
regular dividend will be increased to | 


50c quarterly. Earnings for the previ- 


ous year, are estimated at $4.23 a | 


share. These earnings do not include 
the company’s equity in the undis- 
tributed earnings of its holdings of 


the CB&Q and Spokane, Portland | 


& Seattle Ry. Such undistributed 
equity in the earnings amounts to 
around $1.30 a share on Northern 


Pacific stock. The foregoing figures | 


plainly show that there is substantial 
value underlying the stock of North- 
ern Pacific. Indeed, it has acted ex- 
ceptionally well in the market during 
the past few months. 


Advance release of Forses columnists’ 
regular articles, excepting Mr. Lurie’s, 
will be airmailed to readers on the day 
of their writing. Rates on request. 
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Gor 1957 Profits — 
CANDIDATES 


For Stock Split-Ups 
or LARGE STOCK DIVIDENDS 


pene price advances have followed most of last year’s 
stock split announcements. Bethlehem Steel rose some 
20 points in anticipation of a 4-for-1 split — Crucible Steel 
6 points, Panhandle Pipe Line 7 points, and Dresser 8 points 
on stock-split announcements. Last rot was a big year for 
splits. Over 250 companies split their stock. Many more 
can be expected in 1957. 


6 STOCKS FOR PURCHASE NOW 


A new list of 36 companies likely to announce splits or 
large stock dividends has just been prepared by UNITED’s 
Staff. Six of these are selected as most attractive for 
purchase now. These are strong, prosperous concerns where 
earnings are favorable and where dividend increases can 
easily be afforded. The background in each case points to a 
stock split eventually and an increase in the cash dividend. 


Send only $1 for your copy of this Report on “36 Candidates for 
Stock Splits or Large Stock Dividends.” In addition we will send you 
without extra charge the next 4 issues of the weekly United Reports, 
covering Stocks, Bonds, Business Outlook, Commodity, Prices and 
Washington Developments. (This offer open to new readers only.) 


r———FILL OUT COUPON AND MAIL TODAY WITH ONLY $1———- 
BY AIRMAIL $1.25 (] 


City 


NITED BUSINESS SERVICE 


210 NEWBURY ST. BOSTON 16, MASS. 


Serving more individual investors than any other advisory service. 























“I look to low-priced stocks 
for maximum profits!” 


... and so do thousands of other aggressive investors! For good reason 
__ If you had purchased just 100 shares of Venezuelan Petroleum when we 

recommended it at $13 a share, you would now have a paper profit of $10,700! 
_ There may be similar opportunities in today’s market, we believe. Choose from our new 
list of 33 Low Priced Stocks. Included is a sugar stock that gained 56% in 60 days—a pump 











stock that could double in price this year—an automation stock priced at only $41,—a 
fast-moving mining stock with one of the richest open-pit specularite iron ore deposits 
in the world—and 29 others priced from $2 to $30 with yields up to 9%! 

_ Send only $1 for this list and month’s trial of the easy-to-use Dow Theory Forecasts 
investment service. But act today! Delay may mean lost opportunities. Offer open to new 
readers only. No salesman will call. Money back guarantee. 


_ ee eee ew oc eee es 
ee To: DOW THEORY FORECASTS, INC. 
10 919 N. Michigan Ave. Chicago 11, IIlinois 


P Gentlemen: Here’s my $1. Send “33 Low-Priced Stocks,’ 
Most Promising Month’s Service and “10 Most Promising Stocks for °'57” 


Stocks for 1957" J Name (Please Print) F-3 | 


ADDRESS 


Don’t do any buying | 
CITY ZONE STATE 


until you see this list! 
Included in $1 offer. 
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NOW YOU CAN KNOW- 


By 
R. C. Allen 
Nationally- 
Known 
Investment 
Counsellor 


The first and only book of its kind to reveal 
how $1,000 can grow to $25,000 in 12 years 
— how $10,000 can be worth $250,000... 
All of the proof you need . . . Full of amaz- 
ing true facts and figures .. . Shows you how 
to save on taxes... Written by R. C. Allen, 
nationally-known Investment Counsellor. 


YOU'LL REALLY LIKE THIS BOOK 
READERS SAY—"“‘Best book on investments 
| have ever read" —"'You've shown me a 
way to make more money"’—"'The chapter 
on taxes is worth hundreds of dollars” — 
“Even my banker opened his eyes""—"‘Send 
6 copies for my associates.” 

SEND $2 TODAY—SATISFACTION GUARANTEED 
BEST BOOKS Dept. F-6 
514 V.F.W. BLDG., KANSAS CITY, MO. 
Enclosed is $2. Please RUSH “How to Build 
@ Fortune and Save on Taxes.” 





City & State .... 


WARRANTS 


WITH “LEVERAGE” 
OF UP TO 11-TO-1 


Where you can afford to specu- 
late there is probably no faster, 
more profitable way to make 
your money grow than in well 
situated warrants. Right now, as 
just one of four promising war- |© 
rant selections, we are recom- |* 
mending a little known warrant |© 
with a leverage factor of 11 to 1. |= 
It should go up $1.10 for every | 
10¢ gain in its common stock. |- 

“TRY A TRIAL” NOW 4 
Our Special Report featuring this |» 
unusual low-priced warrant— |: 
along with recommendations on |: 
3 other similar “extra profit’ |» 
warrants—is yours as a bonus]? 
now when you send just $1 (new | 
readers only) to try our unique |; 
advisory service “The Growth |: 
Stock Letter” for the next two 
weeks. Mail this ad with your]: 
name and address and $1 today. | 
Send to Dept. F-4. 


DANFORTH-EPPLY | 
CorPoRATION : 

— Investment Advisers— 
Wetrestey Hirts 82, Mass. 














aia 

















| aftermath. 
| changed, and the psychology of in- 





MARKET COMMENT 


The Fading Afterglow of the Stock Boom 


BETWEEN June 14, 1949 and April 9, 
1956, the DJ Industrials advanced 
from 160.62 to 524.37. This is a 226% 
rise in just short of 82 months; and 
78% of the increase took place in the 
last 27 months of the advance. Stocks 
jumped from around 280 in January 


| of 1954 to 524 in April of 1956. 


What happened between the begin- 


| ning of 1954 and the spring of 1956 
| now is history. 
| scribed as a tremendous and unusual 
| boom in common stock prices. Stocks 


It can best be de- 


went up faster than earnings, faster 


| than dividends, faster than assets. The 
| reasons at present are unimportant. 
| The probable nature of the aftermath 
| is important. 


While certain selected issues have 
behaved outstandingly well at times, 


| and while the DJ Industrials, even at 
| the February 12th bottoms, 


were 


down only 134% from their peak, 


| the fact remains that the market as a 
| whole has been unable to make a new 


high for nearly 11 months. More im- 
portant, many former favorites are 
down from 25%-60%. The drop in 
individual stocks has been greater 
than the drop in the Average. 

It is inevitable to conclude that an 
unusual boom in stocks culminated 


| last year. We have been living in the 
| afterglow of that boom, and that light 


is fading into dimness. 
Since the stock market has changed, 


| it behooves investors to change their 
| thinking about it. Ideas and practices 


which were entirely right and proper 


| during the boom are not necessarily 


right and proper in its afterglow and 
The environment has 


vestors has changed even more. 
For the moment at least, I am not 


| discussing whether this is a bear mar- 


ket of major proportions or not (I 
hope it isn’t); rather, I am trying to 
say that investors should change their 
thinking about individual stocks and 
general policy to that of a non-boom 
environment. 

Here are a few random ideas which 
may be more helpful than pleasing 
to many a reader: 


Price-earnings ratios have been 
too high. They probably will be 
lower. 

Yields have been too low. They 
probably will be higher. 

Not every company which has 
been called a “growth” company in 
recent years is a “growth” com- 


by L. O. HOOPER 


pany. Investors 
and analysts got 
very loose, dur- 
ing the boom, 
with that termi- 
nology. 

When prices 
go too high in a 
boom, they are likely to go too 
low in a correction. 

Too many investors have become 
accustomed to too quick results, so 
far as appreciation is concerned. 
Appreciation, when you get it, now 
is likely to be slow and halting. 

In the early 1950s stock prices 
moved up more or less in a straight 
line without consolidation and cor- 
rections. From now on, the chart 
of the market, whether the general 
direction is up or down, is almost 
sure to be more of a zig-zag affair. 

In most issues it probably will 
be almost as important to sell on 
strength as to buy on weakness. 

In such a market as I visualize, 
there probably is not any need of 
buying on strength. If prices are 
realistic, open orders to sell on 
strength and buy on weakness will 
likely be executed. 

Probably it is only the most ex- 
ceptional stock which will sell at 
its old high in the near future. 
Don’t get exalted ideas as to the 
comeback possibilities of your 
speculative issues. 

Don’t be stubborn about your 
old mistakes. Correct them. 

If you are worried, do something 
about it. You don’t have money 
to make you unhappy. 


Now, what about the near-term be- 
havior of the market? As anticipated 
in this column, the stubborn “de- 
mand area” around 460 in the Dow 
has been decisively pierced. The next 
effective “demand area” probably is 
somewhere between 420 and 440. The 
old “Eisenhower heart attack” low 
was about 433. 

There would appear to be a diffi- 
cult “supply area” at around 470 to 
490, and the market is unlikely over 
the next few months to get up around 
500. In fact, I think that it will be a 
long time before we see 500 again. 


The real “back to the wall” demand 
area, in my opinion (as I have said 
before), is somewhere around 385- 
400. I am hoping that we won’t get 
down that low; but I realize these 
corrective markets have a habit of 
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going lower than you expect, just as 
the boom markets go higher than 
expected. 

My real hope about avoiding the 
385-400 level, insofar as there is un- 
emotional reasoning back of it, rests 
on the idea that most individual 
stocks are down more than the DJ 
Industrials. In other words, the real 
decline in stock values is much larger 
than is pictured by that Average. The 
other day, when the DJ Industrials 
were off about 13% from the top, I| 
compiled a list of hundreds of indi- | 
vidual issues (important ones, too) | 
which were off from 25% to 60%. 
Qualitatively, at the low of February 
12th the market was not at 453 but 
nearer perhaps 400 or 410. Just look | 
at any of the metals, the building} 
supply issues, the chemicals, the tex- | 
tiles, the rails or most any growth| 
stock; you will find that a 13% de- 
cline still looks like a boom price. 

I dislike to talk about individual 
issues at this point, and I am disin-| 
clined to make buying recommenda-| 
tions. I would like to get a clearer 
picture of what is happening in the 
domestic political situation (budget | 
spending), in the Middle East and in| 
credit policy. Also, I would like to| 
see how much stock the big institu- | 
tions buy on a real tough setback. 


Furthermore, I am disinclined to 
say what stocks I would buy if the 
DJ Industrials get down between 420 
and 440 because I don’t know what 
stocks would go down most. I’'m| 
pretty sure that values here and there | 
would be excellent, and that the| 
chances to buy at least for a smart} 
trading rally would be numerous.) 
And that applies even if the market | 
goes still lower later. 

The time to buy for good, and prob- 
ably quick, trading turns is when) 
1) the volume increases sharply on 
the downside, 2) there is a late tape, | 
3) there is a huge preponderance of | 
issues declining against issues ad-| 
vancing (say, a 40 to 1 ratio), and| 
4) when we have new lows in the} 
Dow by a good margin. In buying 
of this kind, it often is best to buy | 
the weakest stocks—provided they | 
are good ones. 

The big point I want to get across| 
in this column is that investors should | 
not buy or keep stocks now on the| 
idea that we are going back to the| 
old highs soon. The best to expect) 
this year, barring some new develop-| 
ments, is a trading market with lots | 
of opportunities to get in and out. 

I don’t think the lows have been 
seen, but I am not in sympathy with 
some of the extreme bear market | 
ideas of some of my colleagues. If you | 
think I am pessimistic, you ought to 
listen to what they are saying. | 





| 
| 
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This announcement is neither an offer to sell nor a solicitation of an offer to buy these securities. 
The offer is made only by the Prospectus. 


$112,500,000 


Trans-Canada Pipe Lines Limited 


$54,166,700 
5.85% Subordinated Debentures due 1987, Canadian Series 


$20,833,300 
5.60% Subordinated Debentures due 1987, United States Series 


3,750,000 Common Shares 


(Par value $1 per share) 


The Debentures and the Common Shares are being offered in Canadian Units and in 
United States Units; each Canadian Unit will consist of a $100 principal amount Cana- 
dian Series Debenture and five Common Shares; each United States Unit will consist 
of a $100 principal amount United States Series Debenture and five Common Shares. 
Three Common Shares will be transferable separately on June 4, 1957 (or the date on 
which the Company first issues First Mortgage Pipe Line Bonds, whichever is later) 
and the remaining two Common Shares will be transferable separately at the option 
of the Company at any time after November 1, 1958 and in any event prior to January 


1, 1960. 


$41,667 Canadian Units are being offered in Canada by Nesbitt, Thomson and Company, 
Limited, Wood, Gundy €? Company Limited, McLeod, Young, Weir &* Company Lim- 
ited and Osler, Hammond €# Nanton Limited, as principal Underwriters. 


208,333 United States Units are being offered in the United States by a group of United 
States Underwriters, which includes the undersigned. 


Price $156 per United States Unit 


plus accrued interest on the Debentures from January 1, 1957 


Copies of the Prospectus may be obtained in any State only from such of the several Under- 
writers, including the undersigned, as may lawfully offer the securities in such State, 


Lehman Brothers 


Stone €% Webster Securities Corporation 


February 15, 1957. 


White, Weld €# Co. 














-UP 20,700% 


Yes, in a 4-year period, R.K.O. WARRANTS showed 
the above percentage gain, a $500 investment 
appreciating to $104.000. The WARRANTS of 
Richfield il, Tri-Continental and Atlas Corp 
had comparative rises. WARRANTS move faster 
and further than any other type of security 


If you are interested in capital 
appreciation, be sure to read 


“THE SPECULATIVE MERITS 
OF COMMON STOCK WARRANTS” 
by Sidney Fried 

It discusses Warrants in their different phases— 
explores many avenues of their profitable pur- 
chase and sale—describes current opportunities 
in Warrants. 

For your copy send $2 to the publishers, R.H.M. 
Associates, Dept. F-78, 220 Fifth Ave., New York 
1, N. Y., or send for free descriptive folder. 




















“BIG PROFITS” 
i 
COMMODITIES 


“Spockal DopeSeit t void Losses" 

| Buy-Sell information’* — 
Expert advice by men who ore in constant 
touch with vast sources of confidential in- 
formation. 





Commodi experts g give you expert specific 
advice with special buy-sell prices stoted. 
Commodity experts offer you weekly bulletins 
containi sound ific market information 
plus on spot telegrams as the situction 
requires. 
A $300 investment con grasp huge profits. 
Many people ore switching from stocks to 
commodities. 
Get the advice of « commodity experts who 
hove accurate knowledge of the market 
conditions. 

SPECIAL TRIAL OFFER NOW 


Send $2.00 for Gussent bulletins and tatest com- 
modity market adv 


COMMODITY EXPERTS 
4319 RADFORD AVENU 
STUDIO CITY, CALIFORNIA 











s BART LYTT eg 
FIRST WESTERN 


president 


SAVINGS 


At First Western, thousands of save- 
by-mail accounts currently earn 5% a 
year and interest is paid quarterly on 
all accounts. Savings with us have 
always been safe, available and more 
profitable. Remember—as little as 
$1.00 starts an account. 


Open your save-by-maii account today — 
postage paid. Funds postmarked by the 
16th of any month earn from the ist. 


Write or mail funds to: 


How To Get Things Done 


Better And Faster 
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BOARDMASTER VISUAL CONTROL 


vy Gives Graphic Picture—Saves Time, Saves | 


Money, Prevents Errors 
vy Simple to operate—Type or Write on 
Cards, Snap in Grooves 
¥y Ideal for Production, 
Scheduling, Sales, Etc. 
‘° Made of Metal Compact and Attractive. 
Over 100,000 in Use 


Full price 549° with cards 


-PAGE BOOKLET NO. B- 
FREE ‘ Without Obligation ' 


Write for Your Copy Today 


GRAPHIC SYSTEMS 


55 West 42nd Street @ New York 36, N. Y. 


Traffic, 
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by HEINZ H. BIEL 


Bear Market—Threat or Opportunity? 


Wuen on February 11th industrial 
stock prices declined below the lows 
of 1956, a level that had withstood 
several previous assaults, market 
technicians interpreted this dismal 
development as confirmation of a bear 
market that had been in existence 
since last August. What does this 
mean to the investor, and what course 
should he follow now? 

First of all, it seems to me that these 
chart “signals” and “confirmations” 
are only of limited value to “the 
average investor,” or for that matter 
for most of us. After so many of even 
the most highly regarded equities 
have lost 30% and more of their peak 
price, no one needs a “signal” to know 
that the market has been in a down- 
ward movement. 

Second, the usefulness of the terms 
bear market and bull market is highly 
questionable. Time and again in- 
vestors have complained that some of 


| their stocks failed to participate in 
| the great advance which carried the 
| Dow-Jones industrial stock average 


from about 160 in 1949 to a record 
high of over 520 in 1956. Hundreds 
of stocks never even came near their 
1946 highs, although the D-J average 
| only reached 212 in that year, which 
was the peak of the postwar bull 


| market. 


Ever since then investors and se- 
curity analysts alike have come to use 
the word “selectivity” with increasing 
frequency (and for good reason), and 
they also created the phrase “rolling 
readjustments.” Both terms are far 
more accurate and useful than the 
over-generalizations implied by the 
old bull and bear terminology. 

The basic reason behind a rising 
market trend is always a generally 
optimistic approach towards the fu- 
ture. As I have said many times in 
this column, investors last year were 
taking a great deal for granted; stock 
prices were discounting the future 
very far ahead; no allowance was 
made for the possibility that some- 
thing might go awry. In short, every- 


| one looked at the market through 


Inventory, 
| ket, as a result, had become vulner- 





rose-colored glasses. The stock mar- 


able with very high price/earnings 
ratios and very low dividend yields 
for most of the more popular equities. 

Now, I don’t think that things have 
gone awry. There is nothing seriously 
wrong with the American economy. 
We still have prosperity, and every 
known factor indicates that 1957 will 


| again be a good year, quite probably 


as good as and 

conceivably even 

better than last 

year’s record 

breaker. But the 

prosperity is apt 

to be uneven, or 

should one say 

selective and, most important of all, 
1957 is not going to show spectacular 
gains. By comparison with its prede- 
cessors it will fall pretty flat, especial- 
ly as far as corporate profits are con- 
cerned. 

If one looks at the facts soberly, it 
will be difficult to find a good reason 
to reach for the crying towel. But 
when it comes to the stock market, 
we are prone to exaggerate. Recently 
investors have taken a different pair 
of glasses—tinted very dark. Sud- 
denly people begin to have doubts. 
They even seem to doubt that General 
Motors can sell automobiles at a 
profit. 

Such doubts are healthy, although 
their effect on stock prices can be 
painful. But they help us to keep our 
feet on the ground. Mr. Martin of the 
Federal Reserve has been trying for 
some time to make us look at the 
economic picture realistically. More 
recently—and I think their timing 
was off—Messrs. Humphrey and 
Hoover got into the act, one talking 
about hair curling depressions, the 
other pointedly alluding to 1929. After 
stocks had plunged into a “bear mar- 
ket,” the Secretary of the Treasury 
felt compelled to soften his somewhat 
rash remarks. 

All right, now we are sober. We 
have no further illusions that every- 
thing, including the stock market, can 
and will go only in one direction—up 
and up and up. The financial advisory 
services, prominent investment coun- 
sels, and the great majority of market 
letter writers are either outright bear- 
ish or at least very cautious. Even the 
managers of mutual funds, who are 
usually ebullient with optimism like 
all salesminded people, have turned 
rather conservative and are placing 
more emphasis on “defensive” invest- 
ments. The lower the market sinks, 
the deeper and more widespread is 
the gloom. How sober can one get? 

It is an atmosphere that is con- 
tagious. Yet, an intelligent investor 
should at least try to emancipate him- 
self from the influence of his sur- 
roundings. He should realize that an 
opportunity may be in the making for 
which he has been waiting for many 
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months, if not for years. 
There are two ways of making W TAVE qa IMPETUOUS 
money in the stock market: (1) buy 


good stocks and sit on them, come 


what may; and (2) buy them low and 
sell them high. The first method, 
which has proven itself as the founda- ses 
tion of many a great fortune, is not 
under discussion. For such an in- fo reap rich rewards 
_,» %&m the next 18 months? 


vestor the current setback is nothing 

but a minor, temporary reaction. 

But the other method requires a lot Now, more than at any time 
since the fall of '55 it is es- 
sential to keep your emotions 


more than just patience and confi- 
YOU GET THIS 10 - Bs . 
in check if you want to profit 


dence in the long-range future of the 
POINT SERVICE FOR from the impetuosity of oth- 


American economy. It requires the 
courage to do the opposite, to sell ~ BIVE FULL WEEKS... ers. It is even more impor- 
when everybody is anxious to buy, ot * have level -nenSed 
j 1. Weekly Market Analysis Re- advice rom a source ha 
— buy when ~~ are ype: meee. | rts—these concise bul- combines the outstanding 
e main risk of such contrary . etins pinpoint marke features of many services in 


. P . > ‘ s, action, recom- . 
action at this time is that of being sone specific profit-mak- one. That is why Investors 


premature. Every sharp decline is t=: | ers. Research Company, creator 


$f . U Tel "RUSH .) pak . > ) be 
usually followed by a spirited rally. RECOMMENDATION" Serv- ov REND INDEX. tamale. 
Of course, no one can ever tell for r ; 





ice—Advises within hours : . L 
when stock news calls for tered in the Library of Con- 
sure whether or not this is the real quick buying OR selling gress), now extends its first 
turning point. As a rule, there is no short-lived opportunitics. MAJOR Special Offer of all 
need to chase after the first rally. Telegrams sent collect. , ong ay ag! a 
Take your time and act with delib- ee ee ee p= Priced Ry Mae - 70% 
eration. The long-range investment a below the cost of the service 
risk, however, has become infinitely alistic appraisal indicates alone, you will get 5 weeks 
smaller. The investor is no longer My ER - yy Oy 
paying inflated prices for excessively ; . The Moves the Insiders Ac- aoutied below. We urge you 
popular stocks; he is getting sound cua ana came ane to send in the coupon contain- 
values for his dollars. Take Alcoa, ficant transactions of offi- ing MONEY BACK GUAR- 
Z cers, directors and large y ay 

for instance, a stock that has come stockholders summarized ANTEE today. 
down some fifty odd points from last a Co eee. 
year’s high. This need not be the 
bottom yet, to be sure, but the invest- 
ment risk is obviously far less than 
it was just a few months ago. 

This is not the time to fret over 
mistakes of the past, but to get ready 
to take advantage of an opportunity. 
We always wait for it, and when it 
comes so many of us are afraid to 
grasp it. Listed below is a sample 
portfolio composed partly of stocks 
emphasizing income, partly of issues 
stressing long-term growth. It is 
meant to aid investors in the task of 
selecting sound investments. 


A $50,000 DIVERSIFIED STOCK PORTFOLIO 


. Medel Accounts—The amazing gains in each 


of these reported to you weekly. Selections 
bulletined in plenty of time for you to act. 
Average combined gain in the accounts since 
January 1, 1954 has been over 86%. 


. Industry Group Analysis—spotlights for you 


periodically, rising and sliding industries, 
targets those into which capital is flowing. 


- Comprehensive Supplements—arrive whenever 


unusually complete and thorough explana- 
tion of some investment area (short selling 
“against the box,” for example) contains 
profit opportunities you should know about. 


- Projected Value Reports—pinpoints suggested 


buying price, selling price, and gives you 
our 12 to 24 month potential value ratings 
of more than 70% of the volume traded on 
the New York Stock Exchange. 


. Weekly Stock Analysis Reports—at a glance 


reference shows you which stocks are being 
bought, which sold. Compares each stock’s 
fm ormance to market as a whole, plus list- 
ngs of both long and short-term ratings. 


- "De You Need Invest + M 9 +''-Free 
booklet explains how Investors Research has 





helped professional investors and scored 


IN ADDITION, WHILE 
THEY LAST!!! You will get 
this valuable 5-Part Pack- 
age FREE. 


1INVESTING TODAY And 
Through 1960!! Discusses the Pro 
and Con of 720 in the Dow-Jones 
industrial averages Analyzes be- 
hind scenes market forces 
. PROFITS—THROUGH RE- 
SEARCH—reveals how you can 
profit from Primary Trend. How 
“price averages" can mislead 
3. COSTLY MISTAKES IN COMMON 
STOCK SELECTION How to 
protect yourself fror cost! errors 
with actual techniques that work 
. DYNAMIC FORECAST AND 
OUTLOOK FOR ALL OF 1957 
gives fresh reasons for selecting 
and reje ting 
certain nvest- 
ments in 1957 
5. 12 BEST STOCKS 
FOR 1957 Re- 


searched selec- 


sizeable capital increases for clients. ‘ co 4 at == tions particularly 
6 - suited to current 
market 


No. of Recent Low Approx. Est. '57 
Shares Price Amount Soe 


Amer. Gas & Elec. 35 $ 3,500 
Anaconda Company. 58 
Dow Chemical .... 57 
Gulf Oil 108 
Stand. Oil of Ohio 48 
Clark Equipment .. 55 
Curtiss-Wright .... 39 
General Electric .. 52 
General Motors .. 39 
International Paper 98 
4 U. S. Steel 58 
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INVESTORS 
RESEARCH 

Company Dept. F-27 

922 Laguna Street, 
Santa Barbara, Calif. 


Gentlemen: Please enter my 5 week trial sub- 
scription to Investors Research. Immediately air 
mail the 10 Point Service and rush me 5 piece 
free BONUS PACKAGE described above. En- 
closed is my check in the amount of $3.00 
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a” -%.| THESE TWO 


* plus stock dividend. **average yield 412%. 


TIMELY 
Advance release of Forses columnists’ 
regular articles, excepting Mr. Lurie’s, | 4G PAGE 


will be airmailed to readers on the day 
of their writing. Rates on request. BOOKLETS AND 
3 BONUS REPORTS 


FREE!!! 


Name 





Address 


PHOTO CREDITS 


Cover credit: Union Carbide 
Pace 11: Wide World 


City Zone State 
GUARANTEE: If, at the end of 5 weeks I am not 
completely satisfied, I will return the material 
supplied by you and receive a 100% refund. 
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T. ROWE PRICE 
GROWTH STOCK FUND, INC. 


aa 
OBJECTIVE: Long term growth of 
principal and income. 
OFFERING PRICE: Net asset value 


per share. There is no sales 
load or commission. 


Prospectus on request 


Dept. B 
10 Light Street Baltimore 2, Md. 





| cities, 


| tutions, 








There are few stocks we know of 
whose dividend record compares 
with Equitable Credit Corp., par- 
ticipating preferred. In each year 
since this stock was issued in 1946, 
the dividend rate has been in- 
creased. In our opinion anyone 
looking for a sound investment and 
a high rate of return would do well 
to put some of their funds in this 
issue. 


We Offer Any Part of 
1500 Shares of 


EQUITABLE 
CREDIT CORP. 


Cumulative Participating 
Preferred Stock 


Price Around $5.50 A Share 
Yield 7% 
Send coupon for NEW Report 


--General Investing Corp.-- 
Members American Stock Exchange 
80 Wall St., New York 5 BO 9-1600 

F-ECC-3-1 


Name 
(Please print full name clearly) 


Address 





| Arthur 
| officials. 


| several 
| terested. They admit privately that 
| such funds would probably have to 
| levy a much lower sales charge than 











LOOK AT THIS RECORD 
FOR CAPITAL GAINS! 


Investors now have powerful statistical evi- 
dence that the over-the-counter 
market is the TOP market for capital gains 
and that OVER-THE-COUNTER SECURI- 
TIES REVIEW is THE magazine to keep 
with—and ahead of—this vital 
medium. OCSR in 1952 featured Electronic 
Associates at $3.7". Recent price: $61.00, an 
advance of 1527%. Other stocks highlighted 
by OCSR have also advanced spectacularly— 
Cross Co.—up 1245%. H. K. Porter Co. (Pa.) 
—up 1150% and American-Marietta Co.—up 
1070%. 


this GROWTH STOCK MARKE 
by subscribing to 

SECURITIES REVIEW, only monthly maga- 
zine on unlisted stocks. Each issue brings 
you hundreds of investment facts and figures, 
ranging from earning and dividend news to 


1T? You can, 


mergers and new products. Also many special | 
including Free Literature Service. | 


ioe ‘jeu’s subscription (12 issues) send $5 to 
OVER-THE-COUNTER 
SECURITIES REVIEW 

Dept. L-3 Jenkintown, Pa. 


P.S.: vo 9 an ge oy am, a saving of 50% over 
the origi n obtain a copy of OVER- 
fre COUNT R SECURITIES HANDBOOK. 
data on 525 unlisted companies. 
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securities | 


ALL WITHIN FIVE YEARS! Don't | 
you owe it to yourself to get in touch with | 


OVER-THE-COUNTER | 


Detailed | 


THE FUNDS 


MUNICIPAL MUTUALS? 


To date the funds have done little 
with one form of investment, namely 
tax-free municipal bonds. Their rea- 
son has been simple. While bonds of 
states and municipalities are 
tax exempt to individuals and insti- 
the Internal Revenue Code 
does not allow mutue' funds to pass 
along the exemption to shareholders. 
And without the tax exemption, low 


| yielding municipals lose most of their 


appeal. 

This may change. For the third 
straight year bills have been intro- 
duced in Congress to permit funds to 
pass along the tax exemption, pro- 
vided 90% of their holdings (and 95% 
of investment income) consists of mu- 
nicipal bonds. The President’s eco- 
nomic report supports the measure as 
does New York State’s Controller 
Levitt and other municipal 

They feel it would open a 
new spigot for states and municipali- 
ties harassed by the tight money situ- 
ation. 

Within the industry, however, opin- 


| ion is divided on the feasibility of 


such funds. Municipals 
valuable to high income investors, 
who have not ordinarily been the 
mutual funds’ best customers—except 
for the Canadian plowback funds 
which carry special tax advantages 
of their own. 

Thus Hugh W. Long & Company, 
sponsors of Fundamental Investors 
and other funds, are “leaning away” 
from the idea. On the other hand 
funds are extremely in- 


are most 


do ordinary funds, and would prob- 
ably include a minimum initial pur- 
chase requirement of $10,000 or so. 

Says National Securities’ Harold J. 
Simonson Jr.: “We think one of the 
biggest markets would be the second- 


| ary cash reserves of corporations. Any 
investment | 


investing they do now is generally 
limited to short term Governments, 
which yield only about 3%. Being in 
the 52% tax bracket, they could dou- 
ble their return with municipal funds; 
the big advantage of a fund, of course, 
is that these corporations would have 
the needed liquidity which is often 
missing in individual municipal bond 
issues.” 

But as for the market among indi- 
vidual investors, opinion is divided. 
Most high income investors presum- 
ably already know about the tax ad- 
vantages of municipal bonds. Even 
so, some mutual funders think there 


are many people such as doctors and 
lawyers who would welcome such 
funds. 


STABILITY 


Despite stock market uncertainty 
last year, investors turned in for re- 
demption only 4.8% of their total 
mutual fund holdings, as measured by 
year-end net asset value. This is the 
lowest redemption figure since the Na- 
tional Association of Investment Com- 
panies began to keep them in 1940. 

This figure has made mutual fund- 
ers as pleased as punch. It gives them 
added ammunition to challenge the 
old contention that in a falling market 
the public may stampede to redeem 
shares and thus give the market a 
further downward shove. Last year 
that certainly did not happen. In fact 
redemptions were highest in 1950 and 
1951, when the market was rising. 

Last month the National Association 
took a careful look at past periods of 
market decline, and has come up with 
some convincing if not quite con- 
clusive results. During the May-No- 
vember, 1946 drop of 18% in the 
Dow Jones industrials, mutual fund 
redemptions were only $38.7 million 
as against new purchases of $98.8 mil- 
lion. In the week following the 
President’s heart attack in 1955, the 
Dow Jones dropped 4% but new pur- 
chases of mutual shares were more 
than double redemptions. Apparently 
investor psychology is such that fund- 
holders are quick to sell at attractive 
prices in a rising market, but are 
reluctant to part with their shares 
when they see quotations slide. 


HOLDING ON 


Here is a year-by-year rundown of mutual 
fund share redemptions as a percentage of 
fund assets. 





Redemptions as 
a % of Assets 
. 48 
oo Of 
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BOND SWITCHERS 


Although separated from Eastern 
financial centers by 3,000 miles, Spo- 
kane’s smallish ($5.5 million assets) 
Composite Bond & Stock Fund takes 
no back seat when it comes to in- 
telligent money management. Com- 
posite went into last year with 44% 
of its assets in corporate bonds. Dur- 
ing 1956, while the bond market suf- 
fered a drop of about 9% and stock 
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prices backed and filled, President 


R.M. Williams managed to make his | 


fund come out ahead. 

Taking into account a record 96c 
capital gains distribution, Composite 
registered a 1% gain in net asset 
value during the year (from $18.55 to 
$17.80, plus the distribution). Presi- 
dent Williams’ formula was simple. 
Noting the bond downtrend early, 
Composite began to sell off large 
amounts of bonds and preferreds. Ex- 
plains Williams: “For the most part, 
the proceeds were reinvested in short- 
term government and other bonds of 
excellent quality which, because of 
short maturities, are much less sus- 
ceptible to price weakness.” 

By year-end Composite’s corporate 
bond holdings had declined from 44% 
to 19%. Government bonds, all of 
which mature this year, accounted for 
27% vs. nothing in 1955, and cash rose 
from less than 1% of assets to 9%. 
Preferred stock holdings were reduced 
from 16% to 3%, and common stock 
holdings still account for about the 
same 40% as in 1955. Remarks Wil- 
liams modestly, “As events developed, 
these moves were well timed and have 
proved beneficial.” 

A sister fund, the Composite Fund, 
recorded equally impressive results. 
(Both have the same directors, man- 
ager and distributor, and are of 
virtually equal size.) With a heavier 
concentration in stocks (60%), Com- 
posite Fund increased its net asset 
value in fiscal 1956 (ending October) 
to $15.80 from $15.44. In addition it 
paid out 94c in capital gains for an 
over-all gain of 8%. 


CAUTION 


In the long postwar bull market 
many novice mutual fund investors 
have come to count on capital gains 
distributions with the same annual 
certainty with which they anticipate 
regular dividend payments. They for- 
get that during many lean years the 
funds paid little, if anything, in the 
way of capital gains. 

From Philadelphia’s small $4.4-mil- 
lion (assets) Rittenhouse Fund comes 
a timely, commendable note of cau- 
tion on this subject. In his annual re- 
port Chairman Donald F. Bishop has 


this to say: “The trustees must again | 


emphasize that capital gains pay- 
ments should not be counted upon, 
particularly in the amounts paid in 
the last two years. It is quite possible, 
if not inevitable, that there will be 
years of no capital gain payments.” 

In the case of the Rittenhouse Fund, 
capital gains payments have been 
made in every year since the Fund’s 
formation in 1948. They have in- 
creased gradually from 10c to a peak 

(CONTINUED ON PAGE 58) 
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fhe only 
Canadian stock market 
watching service! 


Here, at last, are the facts you’ve been needing on the Canadian Stock Market. 
Facts about well-known giant companies . . . facts about new, small enterprises 
with a big future .. . facts about dormant companies on which only sparse infor- 
mation has been available, and which may—even at this moment—be starting to 
get active. Facts, that is, about every Canadian company in which you’re interested. 

These facts come to you in reports prepared by the Canadian Research Bureau, 
an independent, authoritative organization, specializing in Canadian securities. 


ONLY $3... COMPLETE INFORMATION SERVICE FOR 60 DAYS! 


When you enclose your check or money order with the coupon below you will 
receive :— 


1. A report on any Canadian company whose shares you may hold, or in which 
you are interested. 

2. An automatic follow-up program of information in which we actually watch 
every Canadian security for you! 


3. Unbiased opinions as to whether you should hold, sell or buy certain securities. 


. Our weekly market commentary on Canadian securities ... easy to read and 
understand . . . indicating what stocks are ready to advance . . . what stocks 
look top-heavy ... and why. (Any decision you make, however, to buy or 
sell, will be entirely your own, conducted through your own broker.) 


5. Quotations on Canadian companies listed on the leading Canadian Stock Ex- 
changes .. . latest prices at the time of mailing ... sent to you every week. 


OUR JOB IS TELLING . . . NOT SELLING! 


We do not favor or boost any stocks. Our business is to inform you, not to per- 
suade you. And our reports start coming to you as soon as your $3 check reaches 
us. Suppose, for example, you request information on International Nickel. By 
return mail you will get... 


1. A complete report covering the company’s operations. 


2. Follow-up news as International Nickel releases it . .. such news as dividends, 
quarterly earnings or developments at properties. These details will come to 
you automatically. 

3. Developments anticipated by us that are likely to have a direct bearing on the 
market action of International Nickel. This data will be rushed to you in time 
for your profitable action. 


4. Weekly quotations on the market price of International Nickel stock. 


Here is a selection from over 2,000 Canadian companies on which 


we have reports available for immediate distribution 


Dyno Mines Ltd. 

El Pen-Rey Oils 
Falconbridge Nickel 
Fargo Oils 

Frobisher Ltd. 

Great Sweet Grass Oils 
Harrison Minerals 

Holly Corp. 

Internat’! Mining & Dev. 
Kroy Oils 

Miller Copper 

New Bristol Oils 

Nickel Rim Mines 

Oil Selections Ltd. 


American Leduc Pete 
Bailey Selburn Oil 
Base Metals Mining 
British American Oil 
Calnorth Oils 
Canadian Javelin Ltd. 
Canadian Pacific Riwy. 
Canadian Pipeline Prod. 
Canso Natural Gas 
Consolidated Halliwell 
Cons. Red Poplar 
Cons. Sudbury Basin 
Cons. Tungsten Mining 
Duvex Oils & Mines 


Pacific Petroleums 
Pontiac Petroleums 
Progas of Canada 
Quebec Metallurgical 
Sapphire Petroleum 
Sherritt Gordon 
Stancan Uranium 
Stanleigh Uranium 
Steep Rock Iron 
Thompson-Lundmark 
Tiara Mines 
Ventures Ltd 
Yellowknife Bear 


Mail us your $3 check with the attached coupon and the 
list of companies in which you are interested . . . today! 


SSCSSSSSSSSSSSSSSSSSSSSSSSSESSSSSESSSEES 
S. L. GARNET COMPANY 

70 WALL STREET, NEW YORK 5, N. Y. 

Enclosed is $3 covering your special introductory offer and the list of 


Canadian stock reports | would like you to send me. Rush these te me, 
together with your Weekly Market Commentary and Quotation Service. 


S. L. GARNET CO. 


CANADIAN RESEARCH BUREAU 


(We reserve the right to investigate requests for an excessive number 
of reports as this service is availebie only to private individuals and not 
investment advisors or brokers.) 


F-16 
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Report Today. 


79 Wall Street, New York 5, N. Y. 


Name 


FREE REPORT 


Another Growth Stock Like 
Strategic Materials Corp.? 


| @ This 1957 Growth Stock we strongly recommend around $4 resembles 
Strategic Materials when it was low-priced in 1954. 


BLUE CHIPS CHIP 


@ Superior Oil of Calif., Stanolind (Standard Oil of Ind. subsidiary), Kerr- 
McGee, Phillips Petroleum and Homestake Mining are investing millions 
for the development of this Company’s property. Homestake Mining is 
involved to the tune of nearly $19,000,000 in this area. Two prominent 
banking houses have acquired 550,000 shares. 


@A “Buy” for Capital Gains. Reserve your copy of our Comprehensive 


-_-_---- Se - Send Coupon for Details 


AMOS TREAT & CO., INC. 





BOwling Green 9-2520 





Address _— 








(Please print full name clearly) 











HOW TO MAKE 


SHREWD SPECULATIONS 


in stocks 


Now you can get revealing reports giving 
analysis and opinion on investment bar- 
gains in little-known stocks. These are 
stocks of HIGH-GRADE companies that 
are well managed, have good earnings 
prospects, yet are overlooked by the aver- 
age investor. ... We specialize in selecting 
these stocks selling under $5. A. J. G. of 
Westport, Conn., writes “J now take 4 


1 
i 

§ Please send me your Name 
aSSR reports for 1 
§ month’s FREE trial. 


Address 
City 


PTTTtTtTrirrrrrrrritritiirriiiititititirirrtritititrtittt ttt ttt 


‘ Selected Securities Research, Dept. F-47, Seaford, New York 


under $5 


other services, but yours is one of the best I 
have seen for the small investor.” FREE 
TRIAL OFFER: No obligation. Just send 
name and address on a postcard—or mail 
coupon below for a full month’s trial sub- 
scription. See for yourself how you may 
benefit from “hidden” stocks that may 
show unusual profits on just a small in- 
vestment. 
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ROBERTSHAW - FULTON 
CONTROLS COMPANY 


Greensburg, Pa. 


PREFERRED STOCK 
A regular quarterly 
dividend of $0.34375 
per share has been de- 
clared on the $25.00 
par value 5 4 per cent 
Cumulative Con- 
vertible Preferred 
Stock, payable 
March 20, 1957 to 
stockholders of 
record at the close 
of business March 11, 
MR, CONTROLS 1957. 


COMMON STOCK 
A regular quarterly dividend of 374c per 
share has been declared on the Common 
Stock payable March 20, 1957 to stock- 
holders of record at the close of business 
March 11, 1957. The transfer books will 
not be closed. 


WALTER H. STEFFLER 
Secretary & Treasurer 
February 15, 1957 











a West Penn 


Electric Company 


(Incorporated) 


Quarterly Dividend 


on the 


COMMON STOCK 


3,714¢ PER SHARE 


Payable March 30, 1957 
Record Date Feb. 26, 1957 
Declared February 6, 1957 





WEST PENN ELECTRIC SYSTEM 
Monongahela Power Company 
The Potomac Edison Company 

West Penn Power Company 

















THE FUNDS 


(CONTINUED FROM PAGE 57) 
of 38.7c paid in 1955. Last year the 


payment slacked off to 33c. But, as 


Bishop says, they are no more pre- 


| dictable than the stock market itself. 


Besides which, the naive investor who 


| counts capital gains payments as in- 
come, will wake up some morning to 


find he was living off his capital all 
those years. 


STATE TAXES 


States differ in their tax treatment 
of mutual fund capital gains distri- 
butions. They are completely exempt 
from state income taxes in Ohio, New 
Hampshire and Vermont, and of 
course also in the fourteen states 
which levy no state personal income 
tax at all. 

In five states such distributions are 
taxed as capital gains regardless of 
whether they are taken in stock or in 
cash. They are: Colorado, Iowa, Ken- 
tucky, Minnesota and Montana. 

In Delaware, Virginia and Michi- 


| gan, the distribution is taxed as in- 
| come if taken in cash; it is not taxed 


at all if taken in the form of additional 


| shares. In the latter case the cost basis 
| of shares previously held is corre- 
| spondingly reduced, and any balance 


taken in cash is taxed as income. In 
Kansas and Missouri, a distribution 


taken in stock is treated the same way, 


but cash distribution and balance 
checks are taxed as capital gains. 

In Massachusetts a_ distribution 
taken in stock is not taxed, though 
cost basis is reduced. Cash distribu- 
tions are taxed as income, and the 
balance check as a capital gain. 

In all other states distributions in 
either form are taxed as income. 








UNITED CARBON 
COMPANY 


CHARLESTON, 
WEST VIRGINIA 


DIVIDEND NOTICE 


A quarterly dividend of Fifty 
cents (50¢) per share has been 
declared on the Common Stock 
of this Company, payable 
March I1, 1957, to stockholders 
of record at close of business 
on February 26, 1957. 

C. H. McHENRY 

Secretary 
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BOOKLETS 


Valuable booklets are published by 
many concerns and made available 
free to interested businessmen. The 
best of these on matters of wide 
interest are listed as a service to 
Forses readers. Address your re- 
quest, by number, to: Subscriber 
Service Dept., Forses Magazine, 
70 Fifth Avenue, New York 11, N. Y. 


456. Are We Growinc Too Fast?: In | 
this booklet David Rockefeller, Executive | 


Vice President of the Chase Manhattan 
Bank, considerably discusses a question 
which vitally concerns not only investors 
but citizens, workers and management 
as well: the rate of growth of the US. 
economy. The very nature of this prob- 
lem requires a number of “ifs”, and 
Rockefeller supplies them. But in doing 
so, he clarifies the thinking on this im- 
portant topic. “Our economy,” he notes, 
“can adjust to shifting expansion re- 
quirements of different industries if we 
can avoid a ‘bunching’ of periods of very 
rapid growth in individual industries and 
if, at the same time, we can keep the 
over-all growth of our economy on a 
sound footing” (16 pages). 


457. Group Lire Insurance As I See Ir: 
In this text of a talk given by E. C. Mc- 
Donald, vice president of the Metropoli- 
tan Life Insurance Co., the subject of 
group life insurance is comprehensively 
discussed, and its major points illustrated 
with pertinent charts and tables. First, 
the background of group life insurance 
is traced since “the Equitable Life As- 
surance Society invented Group Life In- 
surance in 1911.” The growth of group 
insurance is then detailed. This growth 
has had two aspects: 1) From the insur- 
ance companies’ point of view, it has 
put group life insurance on sounder 
actuarial principles and 2) the social 
revolution which brought about an em- 


ployee’s demand for social welfare bene- 


fits as being normal (27 pages). 


458. A Ricuer Lire 1n A Poorer Wor.p: 
Both the problem and the challenge sug- 
gested by its title are compactly set forth 
in this booklet by B. Brewster Jennings, 
Chairman of the Board, Socony Mobil Oil 
Company. In a few opening pages Jen- 
nings sets forth a kind of Malthusian 
nightmare: as our technological progress 
raises standards of living, the demand 
for raw materials (which are becoming 
poorer) and the challenge to still greater 
technological development increase geo- 
metrically. Meeting the challenge, sug- 
gests Jennings, will require an attack on 


a broad front, although the problems are | 


more likely to differ “in size than in 


nature.” Teamwork in research and | 


business is a key demand according to 
Jennings: “Man’s greatest discovery is 
not .. . anything in the material world. 
It is in the world of ideas. Man’s great- 
est discovery is teamwork by agree- 
ment.” The second demand is that we 
must encourage capital formation and 
movement (8 pages). 
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What Every Investor 
Should Know About 


MAKING MONEY in SECURITIES 
In the Critical Period Ahead 


Whether your surplus savings are $2,000 or $200,000, you will 
be called on to make key decisions on investment in 1957. You 
ean quickly spot the pitfalls of unsound securities when aided by 
the most complete “kit” of the tools of wealth we’ve been able 
to devise in our 54 years of experience. And all it costs is $20. 


HERE’S WHAT YOU GET 


Each month 48- to 64-page appraisal of 1,383 to 1,870 stocks. Gives 
detailed one-line digests of prices, earnings, dividends plus Financial World 
“Independent Appraisals” for income and profit. (If available separately. 
would cost up to $24.) 


The 304-page “Stock Factograph” Manual with indexed review of over 
1,800 companies and their securities—a parade of pertinent facts that 
highlight good points and bad—an indispensable finger-tip reference for 
every investor. (Cost if purchased separately $5.) 


Personal and confidential advice about your investments as often as 4 times 
a month. You get the most seasoned counsel we can mail you on whether 
to buy, sell, or hold. (Cannot be purchased alone at any price.) 


All this—IN ADDITION TO 


52 fact-packed issues of Financial World to keep you current each week on 
4. what’s happening and why in the world of stocks, bonds and business—so 
you can take advantage of profit opportunities. (Cost $26 at newsstands.) 


IF that sounds like $20 worth of tax-deductible expense to you . . . $20 that 
will increase your income, improve your portfolio and assure investment suc- 
cess... just return this “ad” with your name and address, and your check or 
money order. (26-week trial offer includes Financial World, Factograph 
Manual and Independent Appraisals—all for $12.00.) 


FREE—while they last—with $20 or $12 order. 


New “‘11-YEAR RECORD of 1,061 NYSE COMMON STOCKS’’ (1945-1955) shows each 
year’s earnings, dividends, price range and stock splits of 1,061 NYSE common stocks. 
(Sold separately for $1.50.) 


FINANCIAL WORLD 


54 Years of Service to Investors 


86-FB Trinity Place New York 6, N. Y. 














| DON’T MAKE ANOTHER TRADE 








UNTIL YOU HAVE READ 


66 *,: °° 
How to Trade Commodities for Profit 
The “EXPERT” knows and the novice will soon learn the need for guidance and know-how 
in commodities. 
omens the important subjects covered in our new book “HOW TO TRADE COMMODITIES 
FOR PROFIT” are: 
@ An explanation of what causes Commodity 


@ How you will know when Buyers ore in 
Price Trends; 


command and the Trend is Up; 

@ How the market may be measured to de- @ How you will know when Sellers care 
termine the trend of prices; stronger and the Trend is Down; 

You will enjoy the background material about the Commodity Market . . . what makes it tick, 

and its part in our economy. 

A twenty-two year study of Buying and Selling in the Dow Jones Commodity Futures Index 

complete with charts and commentary. 

Space does not permit complete elaboration of the wealth of information contained in this book, 

but you will be interested to know it explains how you may adapt commodity trading to your 

investment program. 

Send $1.00 for your copy today and we also send you with no other charge a month's trial of 

our Basic Weekly Commodity Service, and our profit record for wheat and soybeans for the 


pest 32 yeers. MARKET RESEARCH ASSOCIATES 


108 South Los Robles, Pasadena, California Dept. 120 














Demanp REPORTS 
DEMAND 
22d Yeor 

Learn now the expected pattern for 
the market, which stocks are preference- 
merit and to what indicated price ob- 
jective (up or down) each stock is 
headed. 


NO SERVICE LIKE $/D REPORTS 
Send $1.00 now for next two weekly 
and sample monthly editions. Check 


your stocks. Be prepared for the next 
BUY or SELL positions, per stock. 


HENRY WHEELER CHASE 


Economic-Price Adviser 


GREENWICH CONNECTICUT 














RETIRE IN MEXICO 
ON $150 A MONTH 


OR LESS in a resort area, 365 days of sun a year, 
dry temp. 65-80°. Or maintain lux. villa, servants, 
ALL expenses $200-250 a mo. Am.-Eng. colony on 
Lake Chapala. 30 min. to city of % million, medical 
center. Schools, arts, sports. Few hours by air. 
Train, bus, PAVED roads all the way. Full-time 
servants, maids, cooks, $6 to $15 a mo., filet mignon 
50c tb., coffee 45c, gas 15c gal. Gin, rum, brandy 
65c-85c fth., whiskey $2.50 qt. Houses $10 mo. up. 
No fog, smog, confusion, jitters. Just serene living 
among considerate people. For EXACTLY how 
Americans are living in world’s most perfect climate 
on $50—$90—$150—$250 a mo., mail $2.00 for 
COMPLETE current information, photos, prices, 
roads, hotels, hunting, fishing, vacationing and 
retirement conditions from Am. viewpoint (Pers 
Chk. OK) to THAYER OF MEXICO, File 26-D, 


Ajijic, Jal., Mexico. (Allow 2 weeks for delivery) 


Southern California 
Edison Compan ry 


DIVIDENDS 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 





ORIGINAL PREFERRED STOCK 
Dividend No. 191 
60 cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.32% SERIES 

Dividend No. 40 

27 cents per share. 


The above dividends are pay- 
able March 31, 1957, to stock- 
holders of record March 5. 
Checks will be mailed from 
the Company's office in Los 
Angeles, March 30. 


P.C. HALE, Treasurer 


February 19, 1957 














Hopkins, Minn. 


READERS SAY 


(CONTINUED FROM PAGE 6) 


sized up the trading stamp situation as it 
pertains to food chains very realistically, 
as the menace it is or may become. I 
clearly recall what a menace they were 
in Philadelphia, where I then lived, which 


was the breeding place of food chains | 
about 30 years ago. There, stamps were | 
finally thrown out to save the “sinking | 


ship.” 


It was the abuse of stamps rather than 


their use that broke the camel’s back. 


| Sensational offers, such as 120 stamps 


with a pound of tea or a dozen bars of 


soap, all included in the price, of course, | 


brought on the holocaust. 


As of now, I understand the plan is to | 
limit stamps to one with each 10 cent | 
| purchase, but that does not give one 


stamp giver an advantage over other 


| stamp givers. How long will it be be- 
fore there will be breaks in the levee, | 
In my opinion, | 
with the above in mind, the stamp de- | 


and then the deluge? 


velopment is unfortunate for the food 
chains and a step backward. I hope they 


can avoid having it become a really | 


serious matter, if it is not one already. 
—EvucEeNne J. Kopp 


| Wethersfield, Conn. 


Sir: Congratulations on starting anoth- 
er new year with another excellent is- 


| sue rating management abilities of many 


top companies. 
However, I flinched at a couple of 
statements in your section on “Chemi- 


| cals.” You say that it is “becoming 


hopelessly confusing” for the ordinary 
investor to analyze the potential of one 
chemical versus another. I disagree em- 
phatically because, in this day of en- 
lightened management with greater re- 


| gard for disseminating information to the | 


public, data on new product potential is 
more available than ever before—if you 
know where to look and whom to ask. 

Also, if the investment houses really 
want to give their clients better service 
in this field, they should occasionally 


| hire people with experience in market 
| research and economic analysis in the 
chemical industry. 


—Donatp H. THoomas 


Sir: I'll admit I was puzzled by a state- 
ment of yours on page 98 of the Jan. 1 
issue in which you say “C&O’s 170-year 
history.” I am an ardent admirer of the 


| C&O but I had no idea it was that ven- | 
erable. So I am intrigued to inquire as | 


to the mode of transportation in which 
the C&O engaged in 1786. Whatever it 
was it certainly predated both the rail- 
road and the steamboat, as Stephenson 
and Fulton evolved them. 


—R. Wesster SMITH 


| Niagara Falls, N. Y. 


Grandfather of the Chesapeake & 
Ohio Railway was a canal company, the 
James River Co., organized in 1785. Its 
first president: a Virginia planter and 
politician named George Washington. 
—Eb. 











Public Service Electric 
and Gas Company 


NEWARK, N. J 








QUARTERLY DIVIDENDS 


The Board of Directors has de- 
clared the following dividends 
for the quarter ending March 
31, 1987: 


Class of 
Stock 


Dividend 
Per Share 
4.08% Cumulative Preferred . . . $1.02 
4.18% Cumulative Preferred... 1.045 
4.30% Cumulative Preferred... 1.075 
$1.40 Dividend Preference.... .35 


All dividends are payable on or 
before March 30, 1957 to 
stockholders of record March 
1, 1957. 


F. MILTON LUDLOW 
Secretary 








N 
J 


PUBLIC SERVICE 
CROSSROADS OF THE EAST 
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McGRAW* 
EDISON 


DIVIDEND NOTICE 


The Board of Directors has declared a 
quarterly dividend of 35 cents per share, 
payable March 11 to stockholders of 
record February 21. 

After taking into account the 2-for-1 
stock split in January, 1957, this is an 
increase of 10 cents over the quarterly 
payment in 1956. 


January billings of the McGraw- 
Edison Company were up 31 per cent 
over a year ago, taking into account 
January sales for both years of Thomas 
A. Edison, Inc., and Speed Queen, divi- 
sions acquired within the past year. 

The dollar value of Edison orders re- 
ceived in January this yeor was 42 per 
cent higher than January last year. 


Elgin, Illinois Max McGraw, President 
February 12, McGraw-Edison Company 
1957 (Formerly McGraw Electric Company) 





MANUFACT 


Dividend No. 108 


e 
declared, — 
April 1 1957, to stockholders © 
Aeeed March 15, 1957. 
M. B. LOEB, Preside 


Brooklyn, N. ¥. ee 
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Str: As an Industry major at the 
Wharton School, I found Forses to be 
very helpful in conjunction with my 
courses. I found your Annual Report on 
American Industry (Forses, Jan. 1) par- 
ticularly beneficial as I am writing my 
senior thesis on one of the reported in- 
dustries (aluminum). 

—Howarp F. Rusy 
Philadelphia, Pa. 


Longevity 


Sir: “You'll live longer in the future” | 
(Trends & Tangents, Feb. 15): Yes! But | 


right now a man of 65 can expect to 
live 12.75 more years (according to 
United States Life Tables, Vol. 41, Vital 
Statistics, Special Reports). He leaves 
the life expectancy of 13.33 years the 
day he reaches 65. The 13.33 figure 
covers the “period of life between 64 
and 65.” 


—W. S. BUTTERFIELD | 


Treasurer 
Yard-Man Inc. 
Jackson, Michigan 
There goes 0.58 years down the drain 
—Epb. 


Retirement Bogey 


Sir: As a retiree, my time is so un- | 


occupied that I should perhaps hire 
someone to help me loaf. But, like 
countless others, I seldom become am- 


bitious enough to compliment deserving | 


folks such as you and others who serve 
the masses through the printed word. 
The present bouquet for you has its or- 
igin in “The Retirement Bogey” (Forses, 
Feb. 1). 

I've been “directing my own destiny” 


the last five years, after forty-two years 


of continuous service with one nation- 
ally-known organization. Frankly, I feel 
that a reasonably healthy person who is 
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ACF Industries 
Air Reduction 
Allegheny Lud. 
Allied Stores 
Aluminium Ltd. 
Amer. Airlines 
American Can 
Amer. Cyanamid 
Amer. Gas & El. 
Am. Mch & Fdy. 
Amer. Potash 
Amer. Radiator 
Amer. Smelting 
Am. Tel. & Tel. 
Amer. Tobacco 
Amer. Viscose 
Anaconda Co. 


Balt. & Ohio 
Beckman Instr. 
Bethlehem Steel 
Boeing Airplane 
Borg-Warner 
Briggs & Strat. 
Budd Company 
Burlington Ind. 
Burroughs Corp. 
Canada Dry 
Canadian Pac. 
Canadian Pipe 
Carrier Corp. 
Case (J. I.) 
Celanese 

Cerro de Pasco 
Ches. & Ohio 


Bald.-Lima-Ham. 


Will your GAINS 


SLIP AWAY... 


— for greater profits in 1957! 


Chrysler 

Cities Service 
Climax Molyb. 
Colo. F. & I. 
Columbia Broad. 
Cont. Motors 
Cooper-Bessemer 
Crown-Zeller. 
Curtiss-Wright 
Douglas Aircr. 
Dow Chemical 
DuPont (E. I.) 
Eagle-Picher 
Eastern Air L. 
Eastman Kodak 
Erie Railroad 
Fairbanks Morse 
Fairchild Eng. 
Fansteel Met. 
Filtrol 
Firestone Tire 
Foster Wheeler 
Gardner-Denver 
Gen. Dynamics 
Gen. Electric 
General Foods 
General Motors 
Gen. Refract. 
Gen. Telephone 
Geo. -Pac. Ply. 
Gillette Co. 
Goodrich Tire 
Goodyear Tire 
Gr. North. Ry. 
Grumman Air 


Gulf Oil 

Inland Steel 
Inter’l. Harv. 
Inter'l. Nickel 
Inter’!l. Paper 
Int. T. & T. 
Johns- Manville 
Jones & Laugh. 
Joy Mfg. 
Kansas City So. 
Kennecott Cop. 
Lig. & Myers 
Lockheed Aircr. 
Loew's 

Magma Copper 
Martin (Glenn) 
Minn.-Moline 
Monsanto Chem. 
Montgomery Ward 
Motorola 

Nat. Cash Reg. 
National Dairy 
National Gypsum 
N. Y. Central 
Northern Pac. 
Northrop Aircr. 
Norwich Pharm. 
Olin Mathieson 
Pennsylvania R. 
Penn-Texas 
Pepsi-Cola 
Pfizer (Chas.) 
Phelps-Dodge 
Philco Corp. 
Phillips Pet. 


IN 49 OF THE 140 STOCKS LISTED BELOW? 


We do not mean to compare present conditions with 
1929, 1937, or 1946. But in every highly-selective 
market smart investors switch out of over-valued 
stocks and into undervalued ones that can really move. 


Which of the key stocks below should 
you SELL? — Which should you BUY? 


Pittsburgh St. 
Procter & Gam, 
Radio Corp. 
Rayonier 
Raytheon 
Republic Steel 
Revere Cop. Br. 
Reynolds Metals 
Reynolds Tob. 
Royal-Mc Bee 
St. Regis Paper 
Schenley 

Sears Roebuck 
Sherwin- Will. 
Sinclair Oil 

So. Pacific 
Southern Ry. 
Sperry-Rand 
8.0. California 
S.0. New Jersey 
Sunray-Mid C. 
Sylvania Elec. 
Tide Water A. 
Timken Rol. B. 
20th Cent.-Fox 
Union Carbide 
United Air L. 
U. S. Gypsum 
U. S. Rubber 
U. S. Steel 
Warner Bros. 
West'h'se A.B. 
Westinghouse 
Yale & Towne 
Zenith Radio 


so lacking in resourcefulness that he 
can’t get a good measure of enjoyment 
out of retirement after keeping his nose 
to the grindstone to age 65 is ill, men- 
tally or physically. Parting from the job, 
as epitomized in your final paragraph, 
was indeed “sweet, sweet sorrow.” 
—Cuaries S. Nacer 


Of the 140 stocks above we believe you should switch out of 49 at once! 
ONLY $1.00 — YOU RECEIVE 





(1) Our Buy, Hold, Switch Ratings with comments on these 140 key stocks; 
© important new Report entitled, “Tighter Credit and the Stock 
et”; 


(3) Our complete March List of Recommended Issues; 


(4) The next 5 issues a the weekly Spear Market Letter, with definite 


Toledo, Ohio buying and selling advice. 











Investors at Bay 

Srr: After reading laments from 
teachers and an Army officer in your 
columns, I thought I might say a bit 
about the abused and improverished in- 
vestor. Individuals whose wages are 
paid with tax dollars should know that 
many taxpayers have no income except 
that received from investments. 

There was a time when we could hold eA 
a 6% mortgage on Illinois corn land, or er 
buy government and other highly rated i ntl eal eaanbainata 
bonds paying up to 7% interest. And 
those returns were in 100% dollars. 

In terms of purchasing power, our 
income from equally safe investments 
is now only about 20% of its former rate. 
Wage earners, the group which is doing 
most of the complaining, actually are 
the only prosperous class in today’s 
economy, force increases in wages by 
going out on strike. 

Investors! What are we waiting for? 

—Frep Katwitz 


SPEAR & STAFF, INC. sasson park 57, MASS. 


Yes—for only $1 please rush me your Buy, Hold, Switch Ratings on the 
140 key stocks. I understand that I will receive your new Report on 
Tighter Credit and the Stock Market,” plus your recommended list of 
stocks for March, and the next 5 issues of the Spear Market Letter— 
all at absolutely no extra cost. 
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The Board of Directors of 


PITTSBURGH 
CONSOLIDATION 
COAL COMPANY 


at a meeting held today, declared a quar- 
terly dividend of 30 cents per share on the 
Common Stock of the Company, payable 
on March 12, 1957, to shareholders of 
record at the close of business on March 
1, 1957. Checks will be mailed. 
JOHN CORCORAN, 
Vice-President & Secretary 
February 18, 1957. 








16%-20% NET YIELD 


FLORIDA ORANGE GROVES 


Capital Gains 4 or 5 to 1; a perfect hedge 
against outside Taxable income. A timely switch 
out of many stocks that seem too high. Groves 
fully managed by large Frozen Concentrate Coop. 


Write C. W. Walters, c/o NEWMAN-HARGIS 
Realtors. 31 W. Washington, Orlando, Fila 








Gurnee, Il. 
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1957 FORBES GUIDE SELECTS 





tere You Holding ptuy of “These Growth Stocks? 


American Airl. 
Aetna Life Ins. 

Am. Metal Prod. 

Air Reduction 

Am. Seating 

Allied Chem. & Dye 
Am. Cyanamid 

Am. Potash & Chem. 
Am. Home Products 
Allied Control 

Am. Broad. Para. 
Am. Electronics 

Am. Mach. & Fdy. 
Aluminium Ltd. 
Alcoa 

Am. Nat'l Gas 
Addressograph-Mult. 
Amerada Petr. 
Anderson-Prichard Oil 
Atlantic City El. 
Armstrong Cork 
Babcock & Wilcox 
Beckman Instru. 
Bendix Aviation 
Black & Decker 
Boeing Airplane 
Borg-Warner 

British Am. Oil 
Burroughs 
Campbell Soup 
Capital Airl. 

Carrier Corp. 
Caterpillar Tract. 
Central & Sou’West 
Champ. Paper & Fiber 
Cities Service 

Clark Controller 
Clark Equipment 
Clevite Corp. 
Climax Moly. 


Collins Radio 
Colonial Life Ins. 
Colorado Inter. Gas 
Columbia Broadc. A 
Combustion Eng. 
Conn. Gen. Life 
Consol. Electrodyn. 
Consolidated Eng. 
Container Corp. 
Continental Can 
Continental Casualty 
Cont. Insurance 
Continental Oil 
Corning Glass 
Crown Zellerbach 
Cutler-Hammer 
Daystrom 
Delhi-Taylor Oil 
Diamond-Alkali 
Dixie Cup 
Dobeckman 
Douglas Airc. 

Dow Chemical 
duPont 

Eastern Airl. 
Eastern Ind. 
Eastman-Kodak 
Eaton Mfg. 
Electronics of Am. 
El Paso Nat’! Gas 
Ex-Cell-O 

Fansteel Metal. 
Fed.-Mogul-Bower 
Fed. Paper Board 
Ferro Corp. 
Fid.-Phenix Fire 
Filtrol 

Fireman’s Fund Ins. 
Firestone T. & R. 
Firth Sterling 


Fla. Power & Lt. 
Food Mach. & Chem. 
Foote Mineral 
Ford Motor of Can. 
Fruehauf Trailer 
Garrett Corp. 
Gen. Dynamics 
Gen. Electric 

Gen. Port. Cem’‘t 
Gen. Telephone 
Gen. Tire & R. 
Gillette 

Goodrich B. F. 
Goodyear T. & R. 
Gov't Empl. Life In. 
Grace W. R. 
Grand Union 
Great No. Paper 
Gulf Inter. Gas 
Gulf Life Ins. 

Gulf Oil 

Gulf States Util. 
Halliburton 
Halloid Co. 
Hazeltine Corp. 
Hercules Powder 
Hoffman Electr. 
Honolulu Oil 
Hooker El’Chem. 
Houston L & P 
Houston Oil 
Humble Oil & R 
Hussmann Refrig. 
Idaho Power 
Imperial Oil 

Ind. Acceptance 
Ins. Co. of No. Am. 
Int'l Bus. Mach. 
Int'l Min. & Chem. 
Int'l Paper 


Int’l Petro. 

Int'l Tel. & Tel. 
Johns-Manville 
Johnson & Johnson 
Joy Mfg. 

Kaiser Alum. 
Kimberly-Clark 
L-O-F Glass 
Lilly-Tulip Cup 
Lincoln Nat'l Life 
Lindsay Chem. 
Lithium Corp. 
Lone Star Cement 
Marathon Corp. 
Marchant Calcu. 
McGrow El. 
McGraw-Hill 
McDonnell Airc. 
Mead & Co. 
Merck & Co. 
Minerals & Chem. 


Minn.-Honeywell Reg. 


Minn. Mng. & Mfg. 
Mission Corp. 
Miss. River Fuel 
Monsanto Chem. 
Motorola 

Nat'l Airl. 

Nat'l Aluminate 
Nat'l Gypsum 
Nat'l Lead 

No. Am. Aviation 
Norwich Pharm. 
Ohio Oil 

Olin Mathieson 
Outboard Marine 
Owens-Corning F. 
Owens-ill. Glass 
Oxford Paper 
Panhandle E. PI. 


Penn-Dixie Cem. 
Penn. Salt 
Pfizer (Chas.) 
Phillips Petr. 
Pitney-Bowes 
Pitt. Metallurg. 
Pitt. Plate Glass 
Plough, Inc. 
Polaroid Corp. 
Pub. Serv. Colo. 
Puget S. Pulp & T. 
Pure Oil 

Radio Corp. 
Rayonier 

Rep. Nat’! Gas 
Reynolds Metals 
Richfield Oil 
Rohm & Haas 
Royal Dutch 
Schering Corp. 
Scott Paper 
Seaboard Oil 
Seaboard & Western 
Searle G. D. 
Sears Roebuck 
Shell Oil 
Sinclair Oil 
Skelly Oil 

Smith Kline, Fr. 
Socony Mobil Oil 
Spencer Chem. 
Sperry Rand 
Sprague El. 
Square D 

St. Regis Paper 
Stand. Oil Calif. 
Stand. Oil Ind. 
Stand. Oil N. J. 
Stauffer Chem. 
Sunbeam Corp. 


Sun Oil 

Sutherland Paper 
Sylvania El. 

Taylor Instrum. 
Tecumseh Prod. 
Tennessee Corp. 
Tenn. Gas Trans. 
Texas Co. 

Texas Gulf Prod. 
Texas Instrum. 
Texas Pac. Coal & Oil 
Texas Utilities 
Thiokol Chem. 
Thompson Prod. 
Tide Water Oil 
Time Inc. 

Trane Co. 
Transamerica 
Travelers Ins. 
Union Bag-Camp P. 
Union Carbide 
United Airc. 

United Airl. 

U. S. Foil 

United Gas Corp. 
U. S. Gypsum 

U. S. Rubber 

U. S. Vitamin 
Vanadium Corp. 
Vick Chemical 

Va. El. & Power 
Visking Corp. 
Warner-Lambert Phar. 
Warren Petr. 
Western Airl. 

W. Va. Pulp & P. 
Winn Dixie 
Worthington 
Weyerhaeuser Timber 
Yale & Towne 


LISTED ABOVE ARE 240 ACTIVELY TRADED GROWTH STOCKS. ALL HAVE VERY STRONG FOLLOWINGS. YET 
LESS THAN {| IN 3 ARE NOW RATED “BUY” AND ARE IN THE (957 FORBES “GROWTH STOCK GUIDE.” 
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S° that you may learn which growth stocks to buy, which to avoid at this highly selective stage of the current 


bull market, we are rushing to completion the 1957 edition of the FORBES “GROWTH STOCK GUIDE” 
—which we shall be happy to send you on a money-back if not completely satisfied basis. 


No guarantees, of course, but on the strength of our past record, we'd say that if you had to choose just one 
source of guidance for growth investments—you’d be wise in choosing the 1957 edition of this FORBES Guide. 


For this 18l-page Guide represents many months of painstaking research—covers the subject from “A to Z” 
—answers many of your investment problems by telling you which growth stocks to buy for retirement, for chil- 


dren’s college funds, for estate planning, for virtually any of your long-range goals which will someday require an 
unusually large amount of capital. , 


FORBES, MARCH 1, 1957 








— 16 BEST GROWTH STOCKS! 





10 YEAR COMPARATIVE RECORDS 


Each of the 76 growth stocks selected has been ana- 
lyzed in detail with a 10-year comparative record of 
sales, earnings, dividends and price-range. Each com- 
pany’s financial position has been checked, management 
appraised, industry position and activities surveyed, 
growth factors fully revealed and weighed in terms of 
capital-gain potential. 


The 1957 FORBES “GROWTH STOCK GUIDE” 
pinpoints the industries which are expanding 3, 4 and 
5 times faster than our national average—screens every 
growth issue and selects the 76 best—will help you con- 
centrate your investments in companies with the better 
part of their full development still before them. 


PROFITS 


Now in its 8th year of publication, this annual Guide 
has been so accurate in selecting growth stocks just be- 
fore their BIG move, that it has developed a huge fol- 
lowing among FORBES readers—(see below for a 
representative sample of profits, all of which could have 
been realized within a period of 12 months or less). 


Reynolds Metals +252% 
Kaiser Aluminum -+235% 
Filtrol +173% 
Schering Corp. + 169% 
Remington Rand +157% 
Am. Agr. Chem. + 139% 
Hazeltine + 136% 
Tennessee Corp. +125% 
Rayonier +119% 
Smith Kline, Fr. +118% 
Am. Pot. & Chem. -+114% 
Alcoa +111% 


Beckman Instru. 
Nopco Chemical 
Goodyear T&R +100% 
L-O-F Glass + 100% 
Firestone T & R +98% 
Victor Chemical +97% 
Clark Equipment +90% 
Visking Corp. +88% 
Crown Zellerbach +88% 
Gulf Oil +81% 
Thompson Prod. +78% 
General Tire 


+111% 
+111% 


SUPPLY 
LIMITED 
s 


As you know, many fortunes have been made by investing even 
modestly in growth companies and then having the good sense to 
hold on. These companies plowed back their earnings over and 
over again—expanded without drastically diluting shareholder- 
equity—rewarded patience with unbelievably large capital gains 
and huge dividend yields on original investments. 


And this is by no means ancient history! Within the past 10 
years, any number of growth stocks have appreciated 400%, 500% 
and more (many of the Chemicals, the Oils, the TV-Electronics, the 
Food stocks) ... proof beyond a doubt that the systematic purchase 
of THE RIGHT growth stocks;is your best, your safest means to 
financial independence. 


BUT ... if you're past 45, possibly 10 to 15 years away from re- 
tirement, you can’t afford to waste your time and money on THE 
WRONG stocks! Today, many stocks, although properly called 
“growth stocks”, are near or are at the tail-end of their most 
dynamic growth phases. Others, although now well below their 
1956 highs, are still priced too far into the future, and should be 


sold. 


If you're foresighted, you'll avoid the obvious—seek out the 
young growth companies with the better part of their futures still 
before them—seriously consider the once obscure and perhaps 
stagnant companies which, through recent mergers. acquisitions 
and research-finds, have gained accelerated growth trends which 
have not yet been recognized by the investing public. 


So send for your copy of the 1957 edition of the FORBES 
“GROWTH STOCK GUIDE”. It will help you invest your money 
in the right stocks for 1957 and the years beyond. You'll refer to it 
many, many times throughout the coming year—will want to check 
your current holdings against its recommendations. 


ORDER NOW AND SAVE $5.00 


Because you are a friend of FORBES, you are eligible for our 
special offer which saves you $5.00 on the regular price—$10 
instead of $15 . . . and your money back in 10-days if not com- 
pletely satisfied. 


But please, order your copy today. Advance orders indicate 
that our rather limited supply will be exhausted quickly—and, be- 
cause of the timely nature of the material, it is not possible to go 
back to press with a 2nd edition. 


If, after examining this Guide, you are not fully convinced that 
it can help you make wiser, more profitable growth investments, 
return it within 10 days and your money will be refunded. 


A-7001 


CLIP AND MAIL TODAY 


INVESTORS ADVISORY INSTITUTE, INC. 
SUBSIDIARY OF FORBES INC. 
70 FIFTH AVENUE, NEW YORK 11, N.Y. 


Enclosed is $10. Please send me by return mail the 1957 FORBES 


“GROWTH STOCK GUIDE” which regularly sells for $15. If | am not satisfied, | may 


MAIL 
COUPON 
NOW! 


FORBES, MARCH 1, 1957 


return it within 10 days for full refund. (Add 3% Soles Tax on N.Y.C. orders.) 











STANDARD FRUIT 


AND STEAMSHIP COMPANY 
NEW ORLEANS 


DIVIDEND NOTICE 





The regular quarterly dividend of 
75 cents per share of the partici- 
pating preference stock of this 
company, for the three-month 
period ending March 31, 1957, will 
be paid on April 1, 1957. A quar- 
terly dividend of 10 cents per 
share plus an extra dividend of 
25 cents per share of $2.50-par 
Common Stock and a participat- 
ing dividend of $1.40 per share of 
participating preference stock, 
will be paid on April 1, 1957. 
These dividends will be paid to 
shareholders of record at the close 


of business March 15, 1957. 


H. L. ROLFES, 
Treasurer. 








IBM’s 168TH 
CONSECUTIVE 
QUARTERLY 
DIVIDEND 


The Board of Directors of 
International Business Ma- 
chines Corporation has today 
declared a quarterly cash divi- 
dend of $1.00 per share, pay- 
able March 9, 1957, to stock- 
holders of record at the close 
of business on February 15, 
1957. 


Cc. V. BOULTON, 
Treasurer 


590 Madison Avenue 
New York 22, N. Y. 
January 29, 1957 








INTERNATIONAL 
BUSINESS MACHINES 
CORPORATION 











DETROIT 
STEEL 
CORPORATION 


COMMON STOCK DIVIDEND NO. 108 


On January 18, 1957, the Board of 
Directors voted a cash dividend of 
$.25 a share on the Common Stock 
payable March 12, 1957, to holders 
of record at the close of business 
February 26, 1957. 


R. A. YODER 
Vice President—Finance 














TRENDS & TANGENTS 


(CONTINUED FROM PAGE 9) 





Florida orange juice went to sea 
last month as the S. S. Tropicana, 
owned by Bradenton fruit processor, 
Fruit Industries, Inc., docked at New 


| York with 650,000 gallons of fresh 


| standing. Their output: 


squeezed juice. Transported in stain- 
less steel tanks, the juice is pumped 
into one quart cardboard cartons at 
the company’s new Whitestone plant 
for distribution to consumers. Ob- 
ject: to cut transportation costs, major 
item in production of chilled juice, 


enable Fruit Industries to lower its 
prices to dairies. 
o 7 om 
Stainless steel producers rolled out 


the highest tonnage in their history 
last year, the auto slowdown notwith- 
1.2 million 


| net tons, 4.3% more than in 1955. Fill- 
| ing the auto gap: a rise in production 








of chromium-nickel types of stain- 
less steel, used primarily for defense 
purposes 


U.S. railroads could rest easy again 
last month. Hard on the heels of the 
Interstate Commerce Commission’s 
5% to 7% increase in railroad freight 
rates came comparable boosts in truck 
rates, applicable chiefly to long hauls. 
Thus competitively the situation was 
relatively unchanged. 


Electro-Motive Division of General 
Motors, the U.S.’ No. One diesel 
locomotive maker, was looking around 
for new markets last month. Reason: 
with American railroads nearing full 
dieselization, domestic diesel markets 
are shrinking. Electro-Motive’s Nel- 
son Dezendorf now is concentrating 
on the export market, already a sub- 
stantial portion of Electro-Motive’s 
sales, public utilities, which can use a 
modified locomotive unit for carrying 
peak power loads in outlying districts, 
oil-well drilling, where the diesel’s 
high-horsepower engine is ideal for 
deep wells over 12,000 feet. 


Construction boom is paying off for 
small companies as well as large ones. 
Gar Wood Industries, for example, 
$26.8 million (assets) maker of truck 
and tractor equipment, had turned in 
deficits of about $800,000 a year since 
1953. Last year, however, Gar Wood 
came through with earnings of $1 
million after taxes. 




































DIVIDEND NOTICE 


The Board of Directors has declared 
a regular quarterly dividend of 25¢ 
per share on the common stock of 
this Company, payable March 18, 
1957, to stockholders of 
record at the close of 
business March 1, 1957. 
R. L. To.uert, 
President 





Big Spring, Texas February 18, 1957 














Johns-Manville 


Corporation 
DIVIDEND 


The Board of Direc- 
tors declared a quar- 
terly dividend of 50c 
per share on the 
Common Stock pay- 
able March 15, 1957, 
to holders of record 
March 4, 1957. 





ROGER HACKNEY, Treasurer 











COLUMBIA PICTURES 
CORPORATION 


The Board of Directors at 
a meeting held today de- 
clared its regular quarterly 
cash dividend of thirty 
(30¢) cents per share on its 
Common Stock presently 
outstanding and Voting Trust 
Certificates for common 
stock, payable April 30, 1957 
to stockholders of record 
March 29, 1957. 
A. SCHNEIDER 

First Vice-Pres. & Treas. 

New York, February 13, 1957 

















A quarterly dividend of forty (40) 
cents per share for the first quarter 
of 1957 has been declared on the com- 
mon stock, payable March 11, 1957 


to stockholders of record at the close 
business on February 27, 1957. 


Drewrys Limited U. S. A., Inc. 
South Bend, Indiana 
T. E. JEANNERET 
Secretary and Treasurer 


























TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 
dend of 50 cents per share on the 10,020,000 
shares of the Company’s capital stock out- 
standing and entitled to receive dividends 
payable March 15, 1957, to stockholders of 
record at the close of business February 
25, 1957. 
E. F. VANDERSTUCKEN, JR., 


Secretary. 





FORBES, MARCH 1, 1957 


CONSOLIDATED 
CEMENT 
CORPORATION 


DIVIDEND NOTICE 


The Board of Directors of Con- 
solidated Cement Corporation 
has declared a quarterly divi- 
dend of 20 cents a share on the 
Company’scommon stock pay- 
able March 30, 1957, to 
stockholders of record at the 
close of business March 1, 
1957. The stock transfer books 
will remain open. 


HOWARD MILLER 
Treasurer 


February 18, 1957 
L 2 




















PHELPS DODGE 
- CORPORATION 


The Board of Directors has de- 
clared a first-quarter dividend of | 
Seventy-five Cents (75¢) per share! 
on the capital stock of this Corpo-| 
ration, payable March 8, 1957 to! 
stockholders of record February 21,| 
1957. 





M. W. URQUHART, | 
Treasurer. 
February 6, 1957 




















American-Standard 


PREFERRED DIVIDEND 
COMMON DIVIDEND 


A quarterly dividend of $1.75 per share 
on the Preferred Stock has been de- 
clared, payable March 1, 1957 to 
stockholders of record at the close of 
business on February 21, 1957. 

A quarterly dividend of 35 cents per 
share on the Common Stock has been 
declared, payable March 25, 1957 to 
stockholders of record at the close of 

on February 21, 1957. 


AMERICAN RADIATOR & STANDARD 
SANITARY CORPORATION 





RR EE 
_=THE INDIANA STEEL 
“S PRODUCTS COMPANY 


Capital Stock Dividend No. 62 
The Board of Directors declared a quar- 
terly dividend of 30 cents per share on 
the Common Capital stock, payable 
March 11, 1957, to shareholders of 
record as of February 21, 1957. 





ON THE BOOKSHELF 





Books reviewed in this column are not obtain- 
able from Forbes, but may be purchased from 
your local bookseller or direct from the publisher. 


Proxy Contests For Corporate CONTROL. 
By Edward Ross Aranow and Herbert A. 
Einhorn. Columbia University Press. 
$15.00. 


A TEXTBOOK for raiders, challenged man- 
agements and stockholders who want to 
know the score, this 552-page book is 
primarily a legal study. Attorneys Ara- 
now and Einhorn, veterans of many a 





proxy battle for management and in- 
surgent groups, discovered that no defini- 
tive work on this subject had been | 
produced, set about writing one. Among | 
topics the authors discuss: prevention | 
and preparation in proxy contests, rights | 
of the stockholder, regulation by the | 
Securities and Exchange Commission, | 
conduct of stockholder meetings, and 
proxy contest expenses. In the final 
chapter the authors list the costs of sev- 
eral recent battles. SEC Chairman J. | 
Sinclair Armstrong has writtten an 11- | 
page introduction. 


Saving Taxes TxHroucH Capirat GAINS. | 


By Arno Herzberg. Prentice-Hall, N.Y.C. 
$12.50. 


Lixe the weather, everyone talks about | 
capital gains, but few taxpayers know 
enough to do anything about them. Now, 
with tax time hard upon us comes C.P.A. 
Arno Herzberg with the answers to what 
to do. 

Assembled and explored in this vol- 
ume is every significant angle to capital 
gains—what the term means, and how it 
can work to the advantage of everyone 
from inventor to entertainer. For inves- 
tors and businessmen who have pon- 
dered the difference between long and 
short term losses, the side effects of capi- 
tal transactions, capital gains opportuni- 
ties for a corporation or a partnership or 
even the individual executive, Tax Ex- 
pert Herzberg cites hundreds of prece- 
dent-setting court decisions, rulings and 
official opinions and sets up enough sit- 
uations so that any investor-business- 
man reader can find one to fit his partic- 
ular case. ‘ 


THe New REVOLUTION IN THE COTTON 
Economy. By James H. Street, Chapel 
Hill (N. C.): University of North Carolina 
Press, 294 pages, $5.00. 


No commopity trader should miss this 
one. Rutgers Professor James Street 
traces in great detail the development of 
the revolution currently taking place in 
the American cotton economy. Where 
only a few years ago all cotton was 
picked by hand now some 20% of the 
entire crop is harvested and stripped by 
machines. The result has been a sharp 
upsurge in productivity. But, says Dr. 
Street, the implications are even more 


Common Dividend No. 149 


A dividend of $1.00 per 
share on the common 
stock of this Corporation 
has been declared payable 
March 15, 1957, to 
stockholders of record at 
close of business March 
1, 1957. 
C. ALLAN FEE, 

Vice President and Secretary 

February 7, 1957 





is. 


Consecutive 


Quarterly Dividend 
A dividend of seventy-five cents 
per share on the capital stock of 
this Company has been declared 
payable April 15, 1957, to share- 
holders of record March 8, 1957. 
EMERY N. LEONARD 
Secretary and Treasurer 
Boston, Mass., February 11, 1957 


QUARTERLY DIVIDEND NOTICE 








Pennsalt 
Chemicals 


94 CONSECUTIVE YEARS 
OF DIVIDEND PAYMENTS 


Dividend per share 
of common stock:..........$ .40 
Payable:...........March 15, 1957 
February 28, 1957 
The Board of Directors has declared 
a regular quarterly dividend on each 
share of common stock outstanding. 
Pennsylvania Salt Manufacturing Co. 
3 Penn Center, Philadelphia 2, Pa. 





TEXAS PACIFIC COAL AND OIL COMPANY 


ete 
o* *e 


Cash Dividend 
March 5, 1957 


° ° 
a 
“a ase” 


ROBERT F. SMITH, President 


At the regular monthly meeting held January 
February 8, 1957 


23, 1957, the Board of Directors declared a regu- 
lar quarterly cash dividend of 25 cents «a share, 
payable March 5, 1957, to stockholders of rec- 
ord at close of business February 11, 1957 


By R. Seibel, Secretary 


widespread. Traditional tenure systems 
and patterns of farm organization are 
breaking down and this portends vast 
social and economic changes for the 
Southeast and the West. 




















ON THE 


TH 0 U ¢ HTS BUSINESS OF LIFE 


Twenty thousand years ago the 
family was the social unit. Now the 
social unit has become the world, in 
which it may truthfully be said that 
each person’s welfare affects that of 
every other. —ArtTHuR H. Compton. 


The theory that can absorb the 
greatest number of facts, and persist 
in doing so, generation after gener- 
ation through all changes of opinion 
and detail, is the one that must rule 
all observation. —Joun WEISS. 


Whatever a person saves from his 
revenue he adds to his capital, and 
either employs it himself in maintain- 
ing an additional number of produc- 
tive hands, or enables some person to 
do so... for a share of profits. As the 
capital of an individual can be in- 
creased only by what he saves... so 
the capital of a society can be in- 
creased only in the same manner. 


—ADAM SMITH. 


All progress and growth is a matter 
of change, but change must be growth 
within our social and government con- 
cepts if it should not destroy them. 


—HERBERT Hoover. 


An expert is a man who knows just 
that much more about his subject than 
his associates. Most of us are nearer 
the top than we think. We fail to re- 
alize how easy it is, how necessary it 
is to learn that fraction more. 


—Dr. Witiiam N. Hutcuins. 


A person who doubts himself is like 
a man who would enlist in the ranks 
of his enemies and bear arms against 
himself. He makes his failure certain 
by himself being the first person to be 
convinced of it. —ALEXANDER DuMas. 


You can surmount the obstacles in 
your path if you are determined, 
courageous and hard-working. Never 
be fainthearted. Be resolute, but 
never bitter. Bitterness will serve 
only to warp your personality. Per- 
mit no one to dissuade you from pur- 
suing the goals you set for yourselves. 
Do not fear to pioneer, to venture 
down new paths of endeavor. De- 
mand and make good use of your 
rights, but never fail to discharge 
faithfully the obligations and respon- 
sibilities of good citizenship. Be good 
Americans. —Rawpx J. BuncuHe. 


66 


The citizen who calls on govern- 
ment to supply him with security from 
cradle to grave, thereby encouraging 
government spending, is a danger to 
himself and his fellow citizens. If his 
pleas are successful, he can lose his 
freedom and gain no security in ex- 
change. —F. A. Trustow. 


B. C. FORBES: 


A very able Minister, preach- 
ing on criticism, offered the con- 
soling thought to those fiercely 
subjected to it, that only men 
who have been above medioc- 
rity, only men who have at- 
tained more than commonplace 
station in life, are considered 
worthy targets. The only criti- 
cism that really counts, he em- 
phasized, is the criticism that 
comes from within. The com- 
mendation of one’s conscience 
can more than counteract the 
condemnation of those who do 
not understand. “Neither let 
praise greatly elate nor criticism 
greatly depress you,” he coun- 
selled. When things go wrong 
it is human to seek to blame 
others. While admitting that 
criticism can sometimes prove 
infinitely more valuable than the 
fair words of friends, and while 
cautioning against shutting one’s 
ears and mind to adverse com- 
ments, he advised the adoption 
of a calm, philosophic attitude. 
Only the shallow are moved by 
applause from without, and only 
the shallow allow unjustified 
criticism to wreck their peace 
of mind. Stand right with your- 
self and you can stand criticism. 








—  ———— 


It should be our purpose in life to 
see that each of us makes such con- 
tributions as will enable us to say that 
we, individually and collectively, are 
a part of the answer to the world 
problem and not a part of the prob- 
lem itself. —ANDREW CorDIER. 


There are one-story intellects, two- 
story intellects, and three-story intel- 
lects with skylights. All fact collectors 
who have no aim beyond their facts, 
are one-story men. Two-story men 
compare, reason, generalize, using the 
labor of the fact collectors as their 
own. Three-story men idealize, imag- 
ine, predict; their best illumination 
comes from above, through the sky- 
light. —OLIveR WENDELL HoLMEs. 


Leadership involves remembering 
past mistakes, an analysis of today’s 
achievements, and a_ well-grounded 
imagination in visualizing the prob- 
lems of the future. 

—STaAn.eY C. ALLYN. 


Great spenders are bad lenders. 
—BENJAMIN FRANKLIN. 


Emotional maturity is ability to 
stick to a job and to struggle through 
until it is finished; to endure unpleas- 
antness, discomfort and frustration; to 
give more than is asked for or re- 
quired; to size things up and make 
independent decisions; to work under 
authority and to cooperate with oth- 
ers; to defer to ‘time, other persons, 
and to circumstances. 

—Epwin A. STRECKER. 


Warning! Following are the names 
of the Seven Mischievous Misses who 
are responsible for most of our trou- 
bles: Miss Information, Miss Quota- 
tion, Miss Representation, Miss In- 
terpretation, Miss Construction, Miss 
Conception, Miss Understanding. 
Don’t listen to them ! Beware! 

—Wm. J. H. Boetcker. 


We have always found that, if our 
principles were right, the area over 
which they were applied did not mat- 
ter. Size is only a matter of the multi- 
plication table. —Henry Foro. 


“T will” is no word for man. There 
is a far diviner one, “I ought.” Bow 
passion to reason, reason to con- 
science, and conscience to God, and 
then be as resolute and determined 
as you choose. —MacLaren. 


——— a 


More than 3,000 selected “Thoughts” 
available in a 544-page book. Regu- 
lar edition, $5. Deluxe edition, $7.50. 








A Text... 


For he that will love life, and see good 
days, let him refrain his tongue from 


evil, and his lips that they speak no 


ohn H. Witter, Read- 


Sent in by 
ing, Pa. What’s your favorite 
text? A Forbes book is presented 
to senders of texts used. 


guile; Let him eschew evil, and do good; 
let him seek peace, and ensue it. 


—I Peter 3: 10,11 
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Girl in charge of loose ends 


The loose ends we’re talking about are tiny 
bits of tobacco that can fall into your mouth, 
your purse or your pocket. This young lady 
makes sure that American Tobacco Company 
cigarettes are as free from annoying loose 
ends as possible. 

Sample quantities of these cigarettes come 
regularly from the production lines to The 
American Tobacco Company’s Research 
Laboratory. The cigarettes are tumbled and 
bounced for a prescribed period of time in the 


> “ce 


laboratory’s “‘loose-ends machine” (see inset). 
After this shake-up, any tobacco that has 
fallen from the cigarettes is carefully collected 
and weighed. If the amount ever exceeds the 
small minimum allowed, the cause of the excess 
is traced and eliminated. 

This is one of the many hundreds of labora- 
tory tests made daily. It’s another example of 
the ceaseless attention to detail that helps 
maintain the superior quality of The American 
Tobacco Company’s cigarettes. 


ME hinnan emegypeng 


FIRST IN CIGARETTE RESEARCH 


LUCKY STRIKE « PALL MALL + HIT PARADE - HERBERT TAREYTON «+ FILTER TIP TAREYTON 





Lhis haby can flick its tail 
atanything on the road! 


De Soto Division, Chrysler Corporation 


Take the wheel of a new De Soto, and 
pilot her out through traffic toward the 
open road. Before you turn your second 
corner, you'll know this is the most excit- 
ing car in the world. 


And these are the eight reasons why: 
New Torsion-Aire ride! De Soto for °57 
presents a completely new suspension that 
combines torsion bars, outrider springs and 
super-soft cushion tires. It gives you an excit- 
ing level ride, takes corners without lean or 
sway, and prevents ‘‘dive’’ on quick stops! 


New TorqueFlite transmission! The most 
advanced ever built. Gives you a smooth 
flow of power and an exciting new getaway! 


New Triple-Range push-button control! 
Simply touch a button and you're on your 
way! Positive mechanical control! 


New Flight Sweep styling! De Soto pre- 
sents the new shape of motion—long, up- 
swept tail fins and low silhouette (only 4 
feet 7 inches high) with plenty of head 
room, and 32% more windshield area. 


New super-powered V-8 engines! °57 
De Soto engines are rugged, efficient, and 


powerful. (Up to 295 hp!) 


New 4-Season air conditioner! This ad- 
vanced unit—mounted under the dash— 
cools in summer, heats in One 
simple set of controls. 


winter. 


New advanced power features! You can 
have your choice of the finest power features. 


Each °57 
with smart 
trim and a flight-styled instrument panel. 


New glamorous interiors! 


De Soto features new fabrics 


>) FIREFLITE 4-DOOR SEDAN IN SEATONE BLUE AND WHITE 


Wide new price range... starts close to the lowest! 


FIRESWEEP —big-value newcomer for |1957—priced 
just above the lowest. 245 hp 


FIREDOME — medium-priced pacemaker — exciting 
style and performance. 270 hp 


FIREFLITE — high-powered luxury for 1957—the last 
word in design and power. 295 hp 


DESOTO 


... the most exciting 
car in the world today! 


nt Groucho Marx in 
nN Jio and TV 





